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FIFTY -SEVENTH DAY 

(Tuesday, April 23, 1957) 

The Senate met at 10:30 o'elock 
a.m., pursuant to adjournment, and 
was called to order by the President. 

The roll was called and the fol-
lowing Senators were present: 

Aikin Martin 
Ashley Moffett 
Bracewell Moore 
Bradshaw Owen 
Fly Parkhouse 
Fuller Phillips 
Gonzalez Ratliff 
Hardeman Reagan 
Hazlewood Roberts 
Herring Rogers 
Hudson Secrest 
Kazen Smith 
Krueger Weinert 
Lane Willis 
Lock Wood 

Absent--Excused 

Colson 

A quorum was announced present. 

Reverend W. H. Townsend, Chap
lain, offered the invocation. 

On motion of Senator Aikin and by 
unanimous consent, the reading of 
the Journal of the proceedings of 
Thursday, April 18, 1957, was ap
proved. 

Leave of Absence 

Senator Colson was granted leave 
of absence for today on account of 
important business on motion of Sen
ator Aikin. 

Message from the House 

Hall of the House of Representatives, 
Austin, Texas, 
April 23, 1957. 

Hon. Ben Ramsey, President of the 
Senate. 
Sir: I am directed by the House 

to inform the Senate that the House 
has passed the following: 

H. B. No. 876, A bill to be entitled 
"An Act to amend Chapter 58, Acts 
of the 52nd Legislature, Regular Ses
sion, 1951 (codified as Article 
326K-15, Vernon's Texas Civil Stat
utes), to provide an additional com
pensation to the District Attorney 

of the 79th Judicial District, and · 
providing for payment thereof; to 
authorize the District Attorney of the 
79th Judicial District, with approval 
of the Commissioners Courts of the 
counties comprising the 79th Judi
cial District, to appoint a First and 
Second Assistant District Attorney of 
said district, fixing their compensa
tion, duties, and qualifications, and 
providing the manner of payment of 
their compensation; to provide for 
special assignment of one of the As
sistant District Attorneys to one or 
more counties in the 79th Judicial 
District, and prescribing the manner 
of payment of his salary in this 
event; to authorize appointment of 
a stenographer to the District Attor
ney of the 79th Judicial District, 
providing for her appointment, com
pensation, and mode of payment of 
compensation; providing a severabil
ity clause; and declaring an emer
gency.'' 

H. B. No. 879, A bill to be entitled 
"An Act authorizing and directing 
the Board of Regents of the North 
Texas State College of Denton, Tex
as, acting by the president of said 
college, to execute and deliver to the 
City of Denton, Texas, an easement 
across certain land in the City and 
County of Denton, Texas, for a public 
street; providing for approval of the 
form of the conveyance; and deelar
ing an emergency." 

H. B. No. 880, A bill to be entitled 
"An Act authorizing and directing 
the Board of Regents of the North 
Texas State College of Denton, Texas, 
acting by the President of said col
lege, to execute and deliver to the 
City of Denton, Texas, an easement 
across certain land in the City and 
County of Denton, Texas, for the 
construction, reconstruction, main
tenance and operation of water pipe 
lines; providing for approval of the 
form of the conveyance; and deelar
ing an emergency." 

H. B. No. 882, A bill to be entitled 
"An Act to empower the Board for 
Texas State Hospitals and Special 
Schools to grant an easement to the 
City of San Antonio." 

H. B. No. 885, A bill to be entitled 
"An Act authorizing and directing 
the Board for Texas State Hospitals 
and Special Schools, acting by the 
Executive Director thereof, to exe
cute and deliver to the State High-
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way Commission of Texas a right-of
way easement to certain land in 
Cherokee County, Texas, for the re
construction and maintenance of a 
State highway extending along and 
across certain State property known 
as Rusk State Hospital; and declar
ing an emergency." 

H. B. No. 891, A bill to be entitled 
"An Act relating to the official short
hand t•eporter of the Sixteenth 
Judicial District of Texas; re-enact
ing and amending Acts of the 51st 
Legislature, Regular Session, 1949, 
Chapter 248, by fixing the maximum 
and minimum salary and by fixing 
the fee for transcripts; and declar
ing an emergency." 

H. B. No. 896, A bill to be entitled 
"An Act relating to fur-bearing ani
mals, amending Article 923m, Re
vised Penal Code of Texas, 1925, de
fining coypu as a fur-bearing animal, 
providing for a hunting season for 
fur-bearing animals, fixing a time 
limit for the drying and selling of 
pelts taken from fur-bearing ani
mals, prohibiting the hunting of 
mink with dogs, providing for a pen
alty and declaring an emergency." 

H. B. No. 897, A bill to be entitled 
"An Act fixing the membership of 
the Juvenile Board of Waller County 
and providing compensation for such 
members; and declaring an emer
~;ency." 

H. B. No. 899, A bill to be entitled 
"An Act creating a conservation and 
reclamation district under Article 
XVI, Section 59, of the Constitution 
comprising the territory contained 
within the cities of Mexia and Groes
beck, to be known as the 'Bistone 
Municipal Water Supply District,' for 
the purposes of providing a source of 
water supply for municipal, domestic 
and industrial uses and processing and 
transporting the same; providing for 
a Board of Directors to govern said 
district; providing for the annexation 
of additional territory thereto; au
thorizing the district to do all things 
to make available for the above-named 
uses water from surface sources and 
water it may obtain by purchase, 
lease, and operation contracts with 
p-ersons, firms, corporations, and pub
lic agencies or the United States Gov
ernment or any of its agencies; em
powering the District to acquit·e land 
and construct, lease, or otherwise ac
quire all facilities necessary or use-

ful in diverting, impounding, storing, 
processing, or transoorting water for 
the above-named purposes; authoriz
ing the district to lease or acquire 
rights in and to storage and storage 
capacity in any reservoir; authoriz
ing the issuance of bonds and making 
proYision for the payment and security 
thereof; making applicable to the dis
trict Title 52, Revised Civil Statutes, 
etc., and declaring an emergency." 

H. B. No. 901, A bill to be entitled 
"An Act amending Section 1 of House 
Bill No. 457, Chapter 269, Acts of the 
Regular Session of the 51st Legisla
ture empowering all incorporated cit
ies having a population in excess of 
Three Hundred and Eighty Thousand 
( 380,000) according to the last pre
ceding or any future United States 
census to provide for the establish
ment of up to eight (8) Corporation 
Courts; providing for the appoint
ment of judges of such courts to 
serve at the will and pleasure of the 
mayor; and declaring an emergency." 

H. B. No. 594, A bill to be entitled 
"An Act concerning clerks of the 
Courts of Civil Appeals, amending 
Article 1827, Revised Civil Statutes 
of Texas, 1925, providing that such 
clerks may reside anywhere within 
the district of the Court, and the ap
pointment of the clerk during vaca
tion shall be made by the Chief Jus
tice of the Court, and declaring an 
emergency." 

H. B. No. 622, A bill to be entitled 
"An Act authorizing the annexation 
to any drainage district heretofore or 
hereafter organized under Section 52, 
Article III of the Constitution of 
Texas which lies wholly within one 
county and has no outstanding bonds 
and has not theretofore been convert
ed into a conservation and reclama
tion district under Section 59, Ar
ticle XVI of the Constitution, of ter
ritory contiguous to the district and 
lying wholly within the same county 
but outside of any other drainage 
district and outside of any incorpo
rated city, town or village; prescrib
ing the method of procedure where
bv such territory may be added; pro
viding for notice and for hearing be
fore the Commisoioners' Court of the 
county in which such district and ter
ritory are situated on benefits and 
necessity therefor; specifying the 
facts which must be found in order 
for the Commissioners' Court to order 
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the territory or parts thereof added 
to the district; providing that the pro
visions of this act shall be cumulative 
of all other lawc pertaining to drain
age; providing that if part of this 
act be held unconctitutional, such de
cision shall not affect the validity of 
the remainbg portions of this act; 
and declaring an emergency." 

H. B. No. 706, A bill to be entitled 
"An Let amending Section 3 of Sen
ate Bill No. 302, Acts of the 53rd Leg
islature, 1953; the same being Chap
ter No. 195, page 535, Acts of the 
Regular Session, known as the Cal
houn County Navigation District; 
providing certain powers, duties and 
limit:1tions, vr.lidating such acts; and 
declaring an emergency." 

II. B. No. ':'32, A bill to be entitled 
"An Act limiting the provisions of 
this Act to Eastland County; mak
ing it unlawful, except under the pro
visions of this Act; for any person to 
hunt, take, kill or possess any game 
bird or game l!nimal in said county 
at any time; to take, kill or trap any 
furbearing r.nimal in said county; to 
take or attempt to take ar.y fresh 
water fish or other aquatic life in 
said county by ,.ny means or method; 
prescribing the legislative policy with 
respect to the wildlife resources in 
said county; conferring upon the 
Game and Fish Commission authority 
to regulate by proclamation, order, 
rule or regulatiLn, the taking of the 
wildlife resources of said county; re
quiring the Game and Fish Commis
sion to make investigation with re
spect to the depletion and waste of 
the wildlife resources of said county; 
requiring the CJmmission to provide 
an ope;, season or period of time 
when it shall be lawful to take a por
tion of the wildlife resources of said 
county; defining depletion and 
waste; providin(; for the adoption of 
proclamationn, orders, rules and reg
ulations of the Game and Fish Com
mission; providing for the effective 
period of regulations; providing for 
the publication of the regulations; 
providing that the authority of the 
Commission is not limited; providing 
venue for suits to test U.e validity of 
this Act and of the rules and regula
tions of the Comn.ission; providinl!' 
a penalty for false swearing; provid
ing a penalty for the violation of any 
of the provisions of this Act, as well 
as any order, rule or regulation of the 
Commission; providing for the for-

feiture of licenses; making it unlaw
ful to purchase a new license and 
providing a penalty therefor; defin
inl!' wildlife resources; repealing cer
tain laws; providing for the effective 
date of this Act; providing a sever
ability clause; and declaring an 
emergency." 

H. B. No. 772, A bill to be entitled 
"An Act fixing the open and closed 
seasons for quc.:I in Dickens County 
and prescribing a penalty for viola
tion!' 

H. B. No. 789, A bill to be entitled 
"An Act changing the name of "Abi
lene State Hospital"; providing for 
its operation; ratifying contracts; 
providing qualifications for the Su
perintendent; providing that epilepsy 
shall not be a bar to admission to a 
State institution or public school; 
repealing certain laws; and declaring 
an emergency." 

H. B. No. 803. A bill to be entitled 
"An Act authorizing the Board for 
Texas State Hospitals and Special 
Schools to convey certain land in 
Cherokee County, Texas; describing 
the manner of ~ale and disposition of 
proceeds; and declaring an emer
gency." 

H. B. No. 856. A bill to be entitled 
"An Act to close the season as to 
deer in Commissioners Precinct No. 
1, in Lee County, Texas, until Janu
ary 1, 1961; and declaring an emer
gency." 

H. C. R. No. 78, Granting Albert 
C. Mueller and wife, Velia Mueller, 
permission to sue the State. 

H. C. R. No. 79, Grantinl!' permis
sion to M. G. Selman and Jim H. 
Gordon to sue the State of Texas. 

H. C. R. No. 90, Granting G. Car
roll Goen permission to sue the State 
of Texas and North Texas State 
College. 

H. B. No. 202. A bill to be entitled 
"An Act amending Article 7150, Re
vised Civil Statutes 1925, by adding a 
new section thereto to be known and 
designated as Section 21 so as to ex
empt from taxation all property be
longing to any institution of purely 
public charity organized for the pur
pose of promoting the conservation of 
human life in Texas through the pre
vention of accidents and by establish-
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ing encouraging and carrying on 
wo;thy efforts ~o accomplish that. ?b
jective; providm~ for a severab1ht~, 
clause and declarmg an emergency. 

H. B. No. 225, A bill to be entitled 
"An Act amending Article 69 of the 
Revised Civil Statutes of Texas de
fining 'cotton' or 'cotton products' 
so as to include all host plants to the 
pink bollworm; providing a saving 
clause; and declaring an emergency." 

H. B. No. 226, A bill to be entitled 
"An Act to amend Section 2 of House 
Bill 402, Acts of the 63rd Legislature, 
Regular Session. 1953, Chapter 349, 
page 858, codified in Vernon's as Ar
ticle 135b-4, Vernon's Civil Statutes, 
by changing the definition of "herbi
cide" within the meaning of the nro
visions of said Act which regulates 
the sale and use of hormone type her
bicides; providinj!" a severabilitr, 
clause; and declarmg an emergency. 

H. B. No. 268, A bill to be entitled 
"An Act relating to exemptions of 
corporations fro 1 the franchise tax; 
amending Article 7094 of the Re
vised Civil Statutes of Texas, 1925, 
as amended, so as to exempt from the 
franchise tax corporations organized 
for the purpose of educating the pub
lic in the conservation of fish, game, 
and other forms of wildlife and for
ests; providing for severability; re
pealing conflicting laws; and declar
ing an emergency." 

H. B. No. 426, A bill to be entitled 
"An Act relating to the jurisdiction 
of Probate Courts, and declaring an 
emergency.'' 

H. B. No. 463, A bill to be entitled 
"An Act amending Chapter 118, Acts 
of 1951, 52nd Legislature, known as 
Article 4528c, Chapter 7, Title 71, Re
vised Civil Statutes of Texas, 1925, as 
amended, be amended by adding a new 
section thereto to be known as Sec
tion 3a, providing that registration 
bureaus operated without profit by 
recognized state-wide Licensed Voca
tional Nurses' Organizations for the 
enrollment of its members only for 
the purpose of providing nursing 
service to the public shall not be liable 
for the payment of an occupation 
taxes and/or license fees; repealing 
all laws in conflict herewith; provid
ing for a savings clause; and declar
ing an emergency." 

H. B. No. 903, A bill to be entitled 

"An Act autho~izing certain cities to 
issue bonds in lieu of voted but un
issued bonds of certain water districts 
annexed and abolished by such cities; 
providing for the manner of issuing, 
selling, approving, and registering 
such bonds; repealing laws and char
ter provisions in conflict; validating 
proceedings for annexation of terri
tory including such water district or 
districts; containing a saving clause; 
and declaring an emergency." 

H. B. No. 905, A bill to be entitled 
"An Act to amend Section 1, Chapter 
64, Acts of the 52nd Legislature, Reg
ular Session, 1951, (codified as Article 
5139F, of Vernon's Texas Civil Stat
utes), to raise the maximum compen
sation of members of county juvenile 
boards in certain counties; and de
claring an emergency." 

H. B. No. 909, A bill to be entitled 
"An Act authorizing and directing 
the Board for Texas Hospitals and 
Special Schools to execute and de
liver to the County of Howard, rights 
of way easements to one tract of land 
in Howard County for the construc
tion and maintenance of a Farm to 
Market Road extending along and 
across certain State property owned 
by the State of Texas for the use 
and benefit of Big Spring State Hos
pital, and declaring an emergency." 

Respectfully submitted, 

DOROTHY HALLMAN, 
Chief Clerk, House of Representatives. 

Senate Bill 459 on First Reading 

Senator Willis moved that Senate 
Rule 114 and Section 5 of Article III 
of the State Constitution be suspended 
to permit his introducing at this time, 
a bill, the provisions of which he ex
plained. 

The motion prevailed by the follow
ing vote: 

Aikin 
Ashley 
Bracewell 
Bradshaw 
Fuller 
Hardeman 
Herring 
Hudson 
Kazen 
Krueger 
Lane 

Yeas-27 

Lock 
Martin 
Moffett 
Moore 
Owen 
Parkhouse 
Phillips 
Ratliff 
Reagan 
Roberts 
Rogers 
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Secrest 
Smith 
Weinert 

Fly 
Gonzalez 

Willis 
Wood 

Absent 

Hazlewood 

Absent-Excused 

Colson 

The following bill was then intro
duced, read first time and referred to 
the committee indicated: 

By Senator Willis: 

S. B. No. 459, A bill to be entitled 
"An Act relating to Tarrant County 
Water Control and Improvement Dis
trict No. 1; providing for the annex
ation of territory to the district and 
methods of assuming of outstanding 
tax supported indebtedness by such 
territory or by the district as thus 
enlarged; providing for detachment 
of territory from the district under 
certain conditions; making additional 
provision for the issuance of bonds 
and l?roviding for the payment and 
security thereof; authorizing the dis
trict to make contracts for supplying 
water and contracts with cities for 
rental, leasing or operation of water 
supply and other water works of 
cities; making bonds of the district 
eligible for investment by certain 
funds and eligible to secure deposits 
of certain public funds; declaring the 
accomplishment of the purposes of 
this act is for the benefit of the peo
ple of this State and constitutes an 
essential public function under the 
Constitution; exempting district prop
erties, its bonds and the transfer of 
and income from its bonds, including 
profits on the sale thereof, from tax
ation; providing for the selection of 
more than one depository; authoriz
ing the district to purchase proper
ties of other water districts; validat
ing the boundaries of the district; en
acting other provisions relating to 
Tarrant County Water Control and 
Improvement District No. 1; and de
claring an emergency." 

To the Committee on Water and 
Conservation. 

Senate Bill 460 on First Reading 

Senator Moore moved that Senate 
Rule 114 and Section 5 of Article 
III of the State Constitution be sus-

pended to permit his introducing at 
this time, a bill, the provisions of 
which he explained. 

The motion prevailed by the follow
ing vote: 

Aikin 
Ashley 
Bracewell 
Bradshaw 
Fuller 
Hardeman 
Herring 
Hudson 
Kazen 
Krueger 
Lane 
Lock 
Martin 
Moffett 

Fly 
Gonzalez 

Yeas-27 

Moore 
Owen 
Parkhouse 
Phillips 
Ratliff 
Reagan 
Roberts 
Rogers 
Secrest 
Smith 
Weinert 
Willis 
Wood 

Absent 

Hazlewood 

Absent-Excused 

Colson 

The following bill was then intro
duced, read first time and referred 
to the Committee indicated: 

By Senators Moore and Secrest: 
S. B. No. 460, A bill to be entitled 

"An Act to create the Pond Creek 
Watershed Authority as a conserva
tion and reclamation district in Bell, 
Milam and Falls Counties under the 
provisions of Article XVI, Section 59 
of the Constitution of Texas; pre
scribing the duties, powers, func
tions, and procedures for the dis
trict, including the right to partici
pate in the organization of subor
dinate districts to carry out the 
functions of the master district un
der certain circumstances and con
ditions; providing for the incurring 
of obligations and the methods for 
the selection of manner for paying 
such obligations of the master and 
subordinate districts; providing for a 
governing body and prescribing their 
duties; adopting certain provisions 
of the general law; enacting other 
provisions required for the function
ing of the master and subordinate 
districts; providing a severance 
clause; and declaring an emergency." 

To the Committee on Water and 
Conservation. 
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Senate Bill 461 on First Reading 

Senator Moore moved that Senate 
Rule 114 and Section 5 of Article 
III of the State Constitution be sus
pended to permit his introducing at 
this time, a bill, the provisions of 
which he explained. 

The motion prevailed by the follow
ing vote: 

Aikin 
Ashley 
Bracewell 
Bradshaw 
Fuller 
Hardeman 
Herring 
Hudson 
Kazen 
Krueger 
Lane 
Lock 
Martin 
Moffett 

Fly 
Gonzalez 

Yeas-27 

Moore 
Owen 
Parkhouse 
Phillips 
Ratliff 
Reagan 
Roberts 
Rogers 
Secrest 
Smith 
Weinert 
Willis 
Wood 

Absent 

Hazlewood 

Absent-Excused 

Colson 

Senator Herring then moved to 
suspend the regular order of busi
ness and take up C. S. S. B. No. 312 
fo1· consideration at this time. 

The motion was lost by the follow
ing vote: 

Ashley 
Bradshaw 
Gonzalez 
Herring 
Hudson 
Krueger 
Lane 

Aikin 
Bracewell 
Fly 
Fuller 
Hardeman 
Hazlewood 
Kazen 
Martin 

Yeas-14 

Lock 
Moffett 
Ratliff 
Roberts 
Rogers 
Smitb 
Weinert 

Nays-16 

Moore 
Owen 
Parkhouse 
Phillips 
Reagan 
Secrest 
Willis 
Wood 

Absent-Excused 

Colson 

Senate Bill 339 on Second Reading 

Senator Ratliff asked unanimous 
consent to suspend the regular order 
of business and take up S. B. No. 339 
for consideration at this time. 

There was objection. 
The following bill was then intro

duced, read first time and referred 
to the Committee indicated: 

Senator Ratliff then moved to sus
By Senator Moore: pend the 1·egular order of business 
S. B. No. 461, A bill to be entitled .a:nd ta~e up S. _B. _No. 339 for con

"An Act providing for no liability s1derabon at th1s time. 
on the part of railroad employees for The motion prevailed by the follow-
blocking road or street crossings at ing vote: 
grade with train; providing for re
sponsibility of such blocking of such 
crossings on the railroad; and pro
viding for triple damages, reasonable 
attorney's fees and court costs to cer
tain employees of railroads as pen
alty of violation by railroads." 

To the Committee on Transporta
tion. 

llfotion to Place Committee Substitute 
Senate Bill 312 on Second Reading 

Senator Herring asked unanimous 
consent to suspend the regular order 
of business and take up C. S. S. B. 
No. 312 for consideration at this 
time. 

There was objection. 

Aikin 
Ashley 
Bracewell 
Bradshaw 
Fly 
Fuller 
Gonzalez 
Hardeman 
Herring 
Hudson 
Kazen 

Hazlewood 
Moore 
Phillips 
Roberts 

Yeas-21 
Krueger 
Lane 
Lock 
Moffett 
Owen 
Parkhouse 
Ratliff 
Reagan 
Smith 
Weinert 

Nays-7 

Rogers 
Secrest 
Willis 
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Present-Not Voting 

Wood 

Absent 

Martin 

Absent-Excused 

Colson 

The President laid before the Sen
ate on its second reading and pas
sage to engrossment: 

S. B. No. 339, A bill to be entitled 
"An Act to repeal Article 6377, Re
vised Civil Statutes of Texas, 1925, 
as amended, and declaring an emer
gency." 

The bill was read second time 
and was passed to engrossment. 

Motion to Place Senate Bill 339 on 
Third Reading 

Senator Ratliff moved that the Con
stitutional Rule and Senate Rule 32 
requiring bills to be read on three 
several days be suspended and that 
S. B. No. 339 be placed on its third 
reading and final passage. 

The motion was lost by the follow
ing vote (not receiving four-fifths 
vote of the Members present): 

Aikin 
Ashley 
Bracewell 
Bradshaw 
Fly 
Fuller 
Hardeman 
Herring 
Hudson 
Kazen 

Gonzalez 
Hazlewood 
Martin 
Moore 
Phillips 

Wood 

Yeas-20 

Krueger 
Lane 
Lock 
Moffett 
Owen 
Parkhouse 
Ratliff 
Reagan 
Smith 
Weinert 

Nays-9 

Roberts 
Rogers 
Secrest 
Willis 

Absent 

Absent-Excused 

Colson 

Reports of Standing Committees 

Senator Weinert by unanimous con
sent submitted the following reports: 

Hon. Ben 
Senate. 

Austin, Texas, 
April 23, 1957. 

Ramsey, President of the 

Sir: We, your Committee on Juris
prudence, to whom was referred H. C. 
R. No. 42, have had the same under 
consideration, and we are instructed 
to report it back to the Senate with 
the recommendation that it do pass 
and be printed. 

Hon. Ben 
Senate. 

WEINERT, Chairman. 

Austin, Texas, 
April 23, 1957. 

Ramsey, President of the 

Sir: We, your Committee on Juris
prudence, to whom was referred H. C. 
R. No. 60, have had the same under 
consideration, and we are instructed 
to report it back to the Senate with 
the recommendation that it do pass 
and be printed. 

WEINERT, Chairman. 

Senator Parkhouse by unanimous 
consent submitted the following re
port: 

Hon. Ben 
Senate. 

Austin, Texas, 
April 23, 1957. 

Ramsey, President of the 

Sir: We, your Committee on Water 
and Conservation, to whom was re
ferred H. B. No. 531, have had the 
same under consideration and we are 
instructed to report it back to the 
Senate with the recommendation that 
it do pass and be printed. 

PARKHOUSE, Chairman. 
(Senator Hardeman in the Chair.) 

Bills and Resolutions Signed 

The Presiding Officer announced 
the signing by the President in the 
presence of the Senate after the cap
tions had been read, the following 
enrolled bills and resolutions: 

S. B. No. 29, A bill to be entitled 
"An Act to amend Section 1 of Chap
ter 354, Act of the 53rd Legislature, 
Regular Session, 1953 (codified inVer
non's Civil Statutes of Texas as Ar
ticle 7470), so as to add with certain 
qualifications the purpose of recharg
ing of underground water reservoirs 
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to those purposes for which the public 
waters of the State may be appro
priated; providing a savings clause; 
and declaring an emergency." 

S. B. No. 51, A bill to be entitled 
"An Act providing for the sale of 
pen-raised game birds; defining pen
raised game birds; providing for a 
commercial game bird breeder's li
cense and fixing fee for same; pro
viding for deposit of license fees; 
requiring each pen-raised game bird 
carcass to be marked for identifica
tion; prohibiting the sale of pen
raised game birds that have been 
killed by shooting; providing for ex
ceptions; fixing a penalty for a vio
lation of this Act; repealing all laws 
in conflict herewith; and declaring an 
emergency." 

S. B. No. 169, A bill to be entitled 
"An Act amending Sections 18 and 
21 of Chapter 41, Acts of the 40th 
Legislature, First Called Session, as 
amended (Rules 51a and 54a, Article 
4477, Vernon's Texas Civil Statutes), 
by increasing the fees for certified 
copies of vital records furnished by 
county clerks and the State Regis
trar of Vital Statistics and for 
searching the records of the State; 
etc.; and declaring an emergency." 

S. B. No. 201, A bill to be entitled 
"An Act amending Chapter 96, Gen
eral Laws of the 43rd Legislature, 
Regular Session (Article 978k, Ver
non's Texas Penal Code), relating to 
propagation of game animals and 
game birds by licensed game breeders, 
by adding a new section permitting 
game breeders to utilize for personal 
purposes game birds owned by them; 
and declaring an emergency." 

S. B. No. 203, A bill to be entitled 
"An Act to amend Article 3.04 of the 
Insurance Code (Acts of 1951, 52nd 
Leg. as amended by the Acts of 1955, 
54th Leg., p. 916, ch. 363, Sec. 6) 
pertaining to the application, charter 
and organization of life, health or ac
cident insurance companies, prescrib
ing conditions for the granting of a 
charter, providing for a public hear
ing and the procedure for securing a 
charter and organization of such com
panies and the issues to be deter
mined by the Board of Insurance Com
missioners, etc., and declaring an 
emergency." 

S. B. No. 210, A bill to be entitled 
"An Act amending Chapter 314, Gen-

era! Laws of the 41st Legislature, 
Regular Session, as amended, by 
amending paragraph (e) of subsec
tion ( 1) of Section 1a thereof, so as 
to clarify said paragraph (e), which 
excepts from the definition of 'Motor 
Carrier,' and 'Contract Carrier,' etc., 
and declaring an emergency." 

S. B. No. 241, A bill to be entitled 
u An Act creating a conservation and 
reclamation district under the pro
visions of Section 59, Article 16 of 
the Constitution of Texas, to be 
known as 'The Lee County West Ye
gua Water Control and Improvement 
District No. 2'; prescribing its pow
ers and duties and providing for a 
governing body thereof; making the 
District subject to the statutes relat
ing to water control and improvement 
districts except as otherwise provid
ed; enacting other provisions relating 
to the subject; and declaring an 
emergency." 

S. B. No. 269, A bill to be entitled 
"An Act requiring a special audit of 
county records in any county upon a 
petition of at least thirty per cent 
(30o/o) of the qualified voters of the 
county; providing for the employ
ment of an auditor for such special 
audit; providing for qualifications, 
duties and compensation; requiring 
such audit to be filed with the district 
court having jurisdiction in the coun
ty and the State Auditor; providing 
this Act shall be cumulative; and de
claring an emergency." 

S. B. No. 270, A bill to be entitled 
"An Act providing that any state
ment contained in any affidavit or in 
any other instrument which has been 
filed or recorded or both in the office 
of the County Clerk of the county 
within which the property affected 
thereby is situated for five years or 
more or in the office of the County 
Cle1·k of any other county in the 
State of Texas or in the office of 
any officer or agency of the State 
of Texas for fifteen years or more, 
and any finding of fact or adju
cation contained in a judgment of 
any court of record which concerns 
any family history or shows who 
were the legal heirs of any deceased 
person, shall be received in any suit 
as prima facie evidence of the fam
ily history and the legal heirship of 
any deceased person so stated, etc., 
and declaring an emergency." 

S. B. No. 289, A bill to be entitled 
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"An Act creating 'Plum Creek Con
servation District' under the pro
visions of Section 59, Article XVI of 
the Texas Constitution; prescribing 
the area and powers of the District; 
etc., and declaring an emergency," 

S. B. No. 293, A bill to be entitlo:od 
"An Act authorizing the Board of 
Regents of the State Teachers Col
leges to execute and deliver to the 
State Highway Commission a right
of-way easement for the construction 
and maintenance of a U. S. Highway 
75 by-pass loop extending along and 
across certain State property owned 
by the State of Texas for the use 
and benefit of Sam Houston State 
Teachers College; and declaring an 
emergency!' 

S. B. No. 298, A bill to be entitled 
"An Act conferring concurrent juris
diction in the County Court of Gon
zales County with the Justice Courts 
of Gonzales County conforming the 
jurisdiction of said Courts providillg 
for appeals from the County Court; 
making other provisions relating to 
the jurisdiction of said Courts; pro
viding a severability clause; and de
claring an emergency." 

S. B. No. 299, A bill to be entitled 
"An Act diminishing the jurisdiction 
of the County Court of Gonzales 
County; transferring jurisdiction of 
matters of eminent domain from the 
County Court of Gonzales County to 
the Special 25th Judicial District 
Court of Gonzales County and the 
25th Judicial District Court of Gon
zales County; conforming the juris
diction of Gonzales County; making 
other p1·ovisions relating thereto; pro
viding a severability clause and de
claring an emergency." 

S. B. No. 303. A bill to be entitled 
"An Act creating a State Youth Au
thority for the protection, care, train
ing and parole supervision of delin
quent children, and, among other 
things, defining its powers, duties and 
functions; providing an appropria
tion; containing a severability as to 
its validity; repealing certain stat
utes; fixing its effective date; and 
declaring an emergency." 

S. B. No. 329, A bill to be entitled 
"An Act amending Section 16, Chap
ter 342, Acts of the 53rd Legislature, 
Regular Session, 1953, concerning the 
fixing of venue for appeals from or
ders of the State Board of Veterinary 

Medical Examiners; and declaring an 
emergency." 

S. B. No. 335, A bill to be entitled 
"An Act detaching certain territory 
from Bexar County Water Control 
and Improvement District No. 13; re
defining the boundaries thereof; val
idating, ratifying, confirming and ap
proving the organizational proceed
ings and actions of the Board of Di
rectors thereof, except the bond elec
tion and related proceedings; m~Uc
ing bonds of the District eligible for 
investments, and exempting the prop
erty and the bonds of the District 
from taxation; making bonds of the 
District incontestable; providing a 
saving clause; and declaring an emer
gency." 

S. B. No. 340, A bill to be entitled 
"An Act providing for the creation 
of a Hospital District co-extensive 
with the incorporated limits of the 
City of Amarillo; providing for an 
election in the City of Amarillo to 
create such District and to assume 
hospital indebtedness; providing for 
the levy of taxes by the governing 
body of said city for hospital pur
poses; etc.; and declaring an emer
gency." 

S. B. No. 343, A bill to be entitled 
"An Act to amend Article 2, of Sub
chapter 9, of Chapter 97, Page 164, 
of the Acts of the Regular Session of 
the 48th Legislature, 1943 (Article 
342-902, Vernon's Annotated Civil 
Statutes), prohibiting the business of 
banking except by corporations; lim
iting the use of the word 'bank' and 
related names in advertising; provid
ing for the continuation of the exist
ence of private banks; prescribing 
penalties for violation by those doing 
a banking business other than a cor
poration authorized so to do or for 
improper advertising; providing a 
severability clause; repealing all oth
er laws or parts of laws in conflict 
herewith; and declaring an emer
gency." 

S. B. No. 357, A bill to be entitled 
"An Act authorizing the Commission
ers' Court of Hudspeth, Culberson and 
El Paso Counties to pay the District 
Judge of the 34th Judicial District 
compensation in addition to the com
pensation paid by the State; making 
other provisions relating thereto; pro
viding a severability clause and de
claring an emergency." 
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S. B. No. 358, A bill to be entitled 
"An Act authorizing the Commission
ers' Court of El Paso County to pay 
the District Judge of the 65th Judicial 
District compensation in addition to 
the compensation paid by the State; 
making other provisions; etc.; and 
declaring an emergency., 

S. B. No. 359, A bill to be entitled 
"An Act authorizing the Commission
ers' Court of El Paso County to pay 
the District Jt;dge of the 41st Judicial 
District compensation in addition to 
the compensation paid by the State; 
making other provisions relating 
thereto, providing a severability 
clause; and declaring an emergency." 

S. B. No. 377, A bill to be entitled 
"An Act granting to the Willacy 
County Navigation District the pow
er and authority to lease land; to 
sell land to governmental agencies; 
repealing all laws or parts of laws 
in conflict and declaring an emer
gency.'' 

S. B. No. 395, A bill to be entitled 
"An Act creating a Conservation Dis
trict under Article XVI, Section 59 of 
the Constitution comprising certain 
territory contained in Henderson 
County, Texas, to be known as 'Ath
ens Municipal Water Authority,' etc.; 
and declaring an emergency." 

S. B. No. 427, A bill to be entitled 
"An Act making it lawful to take 
rough fish by spear fishing methods 
or with bow and arrow in the public 
fresh waters of the State of Texas; 
defining rough fish; prohibiting pos
session of other fish when using such 
devices; and declaring an emergency." 

S. B. No. 430, A bill to be entitled 
"An Act to amend Chapter 286, Acts 
of the 54th Legislature, to provide a 
method of annexing territory and ex
cluding land from the present bound
aries of the Boling Municipal Water 
District; providing the procedure to 
oreserve contract rights; providing a 
severance clause; and declaring an 
emergency.'' 

S. B. No. 431, A bill to be entitled 
"An Act validating Austin Cou.nty 
Water Control and Improvement Dis
trict No. 2 and declaring it to be a 
validly existing and operating con
servation and reclamation District 
under Section 59, Article 16, Consti
tion of Texas; etc.; and declaring an 
emergency." 

S. C. R. No. 26, Granting Ernest 
0. McKinney et ux. permission to sue 
the State of Texas. 

S. C. R. No. 51, Granting C. P. Sut
tion et al. permission to sue the State 
of Texas. 

S. C. R. No. 54, Granting South
west Natural Gas Company permis
sion to sue the State of Texas. 

Bill Signed 

The Presiding Officer announced 
the signing by the President in the 
presence of the Senate after the cap
tion had been read, the following en
rolled bill subject to the provisions of 
Section 49A of Article III of the Con
stitution of the State of Texas: 

S. B. No. 32, A bill to be entitled 
·"An Act regulating the handling and 
sale of chicken eggs within this State; 
placing administration of the Act in 
the Commissioner of Agriculture; 
providing for the establishment of 
standards of size and quality of eggs 
and for the grading and labelling of 
eggs; providing for the licensing of 
egg retailers; dealers, wholesalers, 
processors and brokers and for pay
ment of license fees; etc., and declar
ing an emergency." 

(President in the Chair.) 

Senate Bill 237 with House 
Amendments 

Senator Krueger called S. B. No. 
237 from the President's table for 
consideration of the House amend
ments to the bill. 

The President laid the bill and 
House amendments before the Sen
ate, and the House amendments were 
read. 

Senator Krueger moved that the 
Senate do not concur in the House 
amendments, but that a conference 
committee be appointed to adjust the 
differences between the two Houses 
on the bill. 

The motion prevailed. 

Accordingly, the President an
nounced the apointment of the fol
lowing conferees on the part of the 
Senate on the bill: 

Senators Krueger, Lane, Smith, 
Ratliff, Aikin. 



888 SENATE JOURNAL 

Senate Bill 351 with House 
Amendmenta 

Senator Gonzalez called S. B. No. 
351 from the President's table for 
consideration of the House amend
ments to the bill. 

The President laid the bill and 
House amendment& before the Sen
.. te, and the House amer.dmenta were 
read. 

Senator Gonzalez moved that the 
Senate concur in the House amend
ments. 

The motion prevailed. 

Reports of Standing Committee 

Senator Fuller by unanimous con-
sent submitted the following reports: 

Austin, Texas, 
April 23, 1967. 

Hon. Ben Ramsey, President of the 
Senate. 
Sir: We, your Committee on Trans

"ortation, to whom was referred H. B. 
No. 18, have had the same under con
sideration, and we are instructed to 
report it back to the Senate with the 
r.commendation that it do pass and 
be printed. 

FULLER, Chairman. 

Austin, Texas, 
April 23, 1967. 

Hon. Ben Ramsey, President of the 
Senate. 
Sir: We, your Committee on Trans

portation, to whom was referred H. B. 
No. 187, have had the same under con
sideration, and we are instructed to 
report it back to the Senate with the 
recommer,dation that it do not pass 
and not be printed. 

FULLER, Chairman. 

Senate Concurrent Resolution 69 

Senator Bracewell offered the fol
lowing resolution: 

S. C. R. No. 69, Authorizing the 
State Board of Control to enter into 
a contract with the San Jacinto Mu
seum of History Assn. for the care, 
control and custody of the San Jacinto 
Memorial Monument snd Tower, and 
to thus continue until otherwise pro
vided by the Legislature. 

Whereas, The San Jacinto Museum 
<! History Association, under con-

tract with the Board of Control, hal 
had the care, custody and control of 
the San Jacinto Memorial Monument 
and Tower on the San Jacinto Battle
field since the Memorial Tower was 
opened to the public on April 21, 
1939; and 

Whereas, This arrangement for the 
operation of this historical monument 
has been most satisfactory to the 
State; and 

Whereas, It is desinble that this 
a=rang:ement be continued; now, 
therefore, be it 

Resolved, By the Senate of the 
State of Texas, the House of Repre
sentatives concurring, that the State 
Board of Control be authorized to 
enter into a contract with the San 
Jacinto Museum of History Associa
tion whereby the care, custody and 
control of the San Jacinto Memorial 
Monument and Tower will continue 
in the San Jacinto Museum of His
tory Association until otherwise pro
vided by the Legislature; and be it 
further 

Resolved, That such contract and 
operation shaH be under the same 
terms and conditions as heretofore 
provided in previous resolutions of 
the Legislature. 

The resolution was read. 

On motion of Senator Bracewell 
and by unanimous consent the resolu
tion was considered immediately and 
was adopted. 

Senate Joint Resolution 1 
on Second Reading 

Senator Parkhouse asked unani
mous consent to suspend the regular 
order of business and take up S. J. R. 
No. 1 on its second reading. 

There was objection. 

Senator Parkhouse then moved to 
suspend the regular order of business 
and take up S. J. R. No. 1 on its sec
ond reading. 

The motion prevailed by the follow
ing vote: 

Aikin 
Ashley 
Bracewell 
Fly 
Fu11er 
Gonzalez 

Yeas---22 

Hardeman 
Hazlewood 
Hudson 
Kazen 
Martin 
Owen 
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Parkhouse 
Phillips 
Ratliff 
Reagan 
Roberts 

Bradshaw 
Krueger 
Lane 

Rogers 
Secrest 
Smith 
Weinert 
Willis 

Nays-6 

Lock 
Moffett 
Moore 

Absent 

Herring Wood 

Absent-Excused 

Colson 

The President laid before the Sen
ate on its second reading S. J. R. No. 
1 with a committee amendment, as 
amended, pending. (The bill having 
been read the second time on Tues
day, April 16, 1957.) 

Question-S h a 11 the committee 
amendment to S. J. R. No. 1 as 
amended be adopted? 

(Pending discussion of the amend
ment by Senator Lock, Senator Har
deman occupied the Chair tempo
rarily.) 

(President in the Chair.) 

Question-S h a 11 the committee 
amendment to S. J. R. No. 1 as 
amended be adopted? 

House Bill 531 Ordered Not Printed 

On motion of Senator Herring and 
by unanimous consent H. B. No. 531 
was ordered not printed. 

Conference Committee on 
House Bill 134 

The President announced the ap
pointment of the following as a Con
ference Committee on the part of the 
Senate on H. B. No. 134: 

Senators Willis, Lane, Hardeman, 
Martin and Herring. 

Recess 

On motion of Senator Weinert the 
Senate at 11:58 o'clock a.m. took re
cess until 2:30 o'clock p.m. today. 

Message from the House 

Hall of the House of Representatives 
Austin, Texas, 
April 23, 1957. 

Hon. Ben Ramsey, President of the 
Senate. 
Sir: I am directed by the House 

to inform the Senate that the House 
has passed the following: 

H. B. No. 442, A bill to be entitled 
"An Act amending Section 43 of the 
Texas Election Code (Article 5.11 
Vernon's Texas Election Code), so as 
to remove the requirement that in
formation supplied to the tax collec
tor by a taxpayer applying for his 
poll tax receipts by mail must be 
made under oath; repealing conflict
ing laws; and declaring an emer
gency." 

H. B. No. 887, A bill to be entitled 
"An Act creating additional district 
courts in Dallas County, Texas, to be 
known as the 141st Judicial District; 
and the 154th Judicial District; 
providing the terms and jurisdiction 
of said courts; providing for the 
appointment of district judges for 
said courts; prescribing the powers, 
duties, term of office and compensa
tion of the judges of said courts; pro
viding for the appointment for the 
official court reporters of said courts; 
prescribing the qualifications, duties 
and compensation of the judges of 
said courts; providing for the ap
pointment, designation and compen
sation of other officers of said courts; 
providing all process, writs, recogni
zances and bonds heretofore issued, 
made, executed or returnable to exist
ing terms of district courts in Dallas 
County, Texas, are valid and return
able to the first term of the district 
courts, provided herein, as assigned 
to the respective courts after this Act 
takes effect; making other provisions 
relative to the business and function
ing of the district courts of Dallas 
County, Texas; providing a severa
bility clause; and declaring an emer
gency." 

The House has adopted the Con
ference Committee Report on House 
Bill No. 151 by a vote of 133 ayes, 
0 noes. 

The House has adopted the Con-
After Recess ference Committee Report on H. J. R. 

The President called the Senate to No. 3 by a vote of 123 ayes, 9 noes. 
order at 2:30 o'clock p.m. today. H. C. R. No. 57, Granting permis-
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sion to Lester De Cordova to aue the 
State of Texas. 

H. C. R. No. 68, Granting H. B. 
Neild permission to sue the State of 
Texas. 

S. C. R. No. 60, Granting Ben E. 
Wade permission to sue the State 
Highway Department of the State 
of Texas, providing for no admission 
of liability. 

Respectfully submitted, 
DOROTHY HALLMAN, 

Chief Clerk, House of Representatives 

Report of Standing Committee 

Senator Parkhouse by unanimous 
consent submitted the following re
port: 

Austin, Texas, 
April 23, 1967. 

Hon. Ben Ramsey, President of the 
Senate. 
Sir: We, your Committee on Wa

ter and Conservation, to whom was 
referred H. B. No. 904, have had the 
same under consideration1 and we are 
instructed to report it oack to the 
Senate with the recommendation that 
it do pass and be printed. 

PARKHOUSE, Chairman. 

Resolution Signed 

The President signed in the pres
ence of the Senate after the caption 
had been read, the following enrolled 
resolution: 

H. C. R. No. 87, Directing the Sen
ate Enrolling Clerk to correct Senate 
Bill No. 32 by substituting the word 
"appropriation" for the word "re
appropriation" where it occurs in the 
House Amendment to this bill. 

House Bills on First Reading 

The following bills received from 
the House were read first time and 
referred to the committees indicated: 

S. C. R. No. 70, Enrolling Clerk to 
correctS. C. R. No. 48. 

Whereas, Senate Concurrent Res
olution No. 48 has passed both Hou~es 
and is now in the Senate Enrolbng 
Room; and 

Whereas, It has been discovered 
that in this Resolution the word 
"Commissioner" appears where same 
should have been "Chairman"; there
fore, be it 

Resolved, By the Senate, The House 
of Representatives concurring, that 
the Senate Enrolling Clerk be and is 
hereby directed to correct said Reso
lution by substituting the word 
"Chairman" for the word "Commis
sioner" where it occurs in said Resolu
tion. 

The resolution was read. 

On motion of Senator Fuller and 
by unanimous consent the resolution 
was considered immediately and was 
adopted. 

Senate Resolution 401 

Senator Phillips by unanimous eon
sent offered the following resolution: 

Whereas, We are honored today 
to have in the gallery of the Senate 
42 members of tho: Social Studies 
class of Stephen F. Auatin Junior 
High School of Galveston, Texas, ac
companied by their teacher, Mrs. J. 
A. Schellhorn; and 

Whereas, These students are on an 
educational tour of the Capitol Build
ing and the Capital City; and 

Whereas, This fine group of young 
American citizens is here to observe 
and to learn at firsthand the work
ings of their State government; now, 
therefore, be it 

Resolved, That we officially recog
nize and welcome these guests and 
commend them for their intereat; and 
that a eopy of this Resolution, prop
erly endorsed, bearing the oftlcial 
seal of the Senate, be mailed to them 
in recognition of their visit. 

The resolution was read and was 
H. B. No. 442, To the Committee on adopted. 

Privileges and Elections. 

H. B. No. 887, To the Committee 
on Legislative, Congressional and Ju
dicial Districts. 

Senate Concurrent Resolution 70 

Senator Fuller offered the follow
ing resolution: 

Senator Phillips by unanimous con
sent presented the class and Mrs. 
Schellhorn to the Members of the 
Senate. 

Senate Resolution 402 

Senator Aikin by unanimous con
sent offered the following resolution: 
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Whereas, We are honored today to 
have as visitors in the Senate Mr. and 
Mrs. W. M. Heath of Paris, Texas; 
and 

Whereas, We desire to welcome 
these distinguished visitors to the 
Capitol Building and Capital City; 
now, therefore, be it 

Whereas, We desire to welcome 
these distinguished visitors to the 
Capitol Building and Capital City; 
now, therefore, be it 

Resolved, That their presence be 
recognized by the Senate of Texas 
and that they be extended the official 
welcome of the Senate. 

Resolved, That their presence be The resolution was read and was 
recognized by the Senate of Texas adopted. 
and that they be extended the official 
welcome of the Senate. Senator Gonzalez by unanimous 

The resolution was read and was consent presented the distinguished 
adopted. guests to the Members of the Senate. 

Senator Aikin by unanimous con
sent presented Mr. and Mrs. Heath 
to the Members of the Senate. 

Senate Resolution 403 

Senator Parkhouse by unanimous 
consent offered the following reso
lution: 

Whereas, We are honored today to 
have in the gallery the Eighth Grade 
girls from St. James School in Dal
las, accompanied by Sister Imelda; 
and 

Whereas, These students and guests 
are on an educational tour of the Cap
itol Building and the Capital City; 
and 

Whereas, These fine young Amer
ican citizens are here to observe and 
Jearn firsthand the workings of their 
State government; now, therefore, 
be it 

Resolved, That we officially recog
nize and welcome this class and com
mend them for their interest, and 
that a copy of this resolution, prop
erly endorsed, bearing the official 
seal of the Senate, be mailed to them 
in recognition of their visit. 

The resolution was read and was 
adopted. 

Senator Parkhouse by unanimous 
consent presented the students and 
Sister Imelda to the Members of the 
Senate. 

Senate Resolution 404 

Senator Gonzalez by unanimous 
consent offered the following reso
lution: 

Whereas, We are honored today to 
have as visitors in the Senate Fran
cis Sullivan, Harris Kimball and Ber
nard Lammaurcy; and 

Senate Resolution 405 

Senator Hazlewood by unanimous 
consent offered the following reso
lution: 

Whereas, The 54th Regular Ses
sion of the Legislature of the State 
of Texas adopted Senate Concur
rent Resolution No. 71, recognizing 
the outstanding services of Lieuten
ant General Ernest Othmer Thompson 
to the State of Texas, and to the N a
tion, and did by such resolution au
thorize the acceptance by the State 
of Texas of a portrait of the said 
General Ernest Othmer Thompson; 
and 

Whereas, It is fitting and proper 
that such portrait be now placed in 
an appropriate location in keeping 
with the provisions of said Senate 
resolution, and presented to the State 
of Texas; and 

Whereas, The State Board of Con
trol has suggested a location in the 
Senate Chamber as a proper and suit
able place for the hanging of such 
portrait, subject to the acceptance and 
consent on the part of the Senate of 
the State of Texas; now, therefore, 
be it 

Resolved by the Senate of Texas, 
That the Senate accept the said por
trait of Lieutenant General Ernest 
Othmer Thompson and hang such 
portrait at the designation suggested 
by the State Board of Control for the 
hanging of such picture. 

The resolution was 1·ead and was 
adopted. 

Message from the Hous-e 

Hall of the House of Representatives, 
Austin, Texas, 
April 23, 1957. 

Hon. Ben Ramsey, President of the 
Senate. 
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Sir: I am directed by the House to 
inform the S~nate that the House 
has passed the following: 

. S. C. R. No. 70, Correcting an error 
m Senate Concurrent Resolution 
No. 48. 

H. C. R. No. 62, Requesting the 
Texas Legislative Council to make a 
study concerning all physically han
dicapped persons in Texas, both chil
dren and adults, as to the number of 
such persons, treatment facilities 
available, and possibilities for their 
vocational training or rehabilitation. 

Respectfully submitted, 
DOROTHY HALLMAN, 

Chief Clerk, House of Representatives. 

Senate Bill 97 on Second Reading 

On. motion of Senator Lane and by 
unammous consent, the regular order 
of business was suspended to take up 
for consideration at this time on its 
second reading and passage to en
grossment: 

S. B. No. 97, A bill to be entitled 
"An Act amending Article 21.28 of 
the Insurance Code of Texas, relat
ing t'! liquidation, rehabilitation, re
t'rgamzatlOn and conservation of in
surers; creating the Board of Insur
ance Liquidation of the State of Texas 
and conferring upon the Board the 
power to appoint the insurance liqui
dator and to supervise certain activi
ties and policies of the liquidator and 
h.is office; making other changes rela
tive to the organization and adminis
tration of the liquidator's office; and 
declaring an emergency." 

The bill was read second time. 

Senator Lane offered the following 
committee amendment to the bill: 

Amend Senate Bill No. 97 by strik
ing out all below the enacting clause 
and inserting in lieu thereof the fol
lowing: 

"Section 1. That Article 21.28, of 
the Insurance Code, 1961 as amend
ed, be amended to be and read as 
follows: 

"Article 21.28. Liquidation and Re
habilitation of I!lsurern. 

Section 1. Definitions. For the pur
poses of this Article : 

"(a) 'Insurer' means and includes 
capital stock companies, reciprocal or 
interinsurance exchanges, Lloyd's as-

sociations, fraternal benefit societies, 
mutual and mutual assessment com
pames of all kinds and types, state
wide assessmer~ associations, local 
mutual aids, burial essociations, coun
ty and farm mutual associations, fi
delity, guaranty ar.d surety com
panies, trust companies organized un
der the provisions of Chapter 7 of 
the Texas Insurance Code of 1961, 
and all other organizations, corpora
tions, or persons transacting an in
surance business, or are in the proc
ess of organization for the purpose 
of or intending to do such business, 
unless by statute specifically be nam
ing this Article, exempted from the 
operation of this Article. 

"(b) 'Delinquency proceeding' 
means any proceeding commenced by 
the Boar<l of Insurance Commission
ers of the State of Texas for the pur
pose of liquidating, rehabilitating, or 
conserving the assets of an insurer 
and any proceeding commenced by the 
State for the forfeiture of the char
ter of an insurer. 

" (c) 'Assets' means all property, 
real or personal, whether specifically 
mortgaged, pledged, deposited, or oth
erwise encumbc:red for the security 
or benefit of specified persons, or a 
limited class or classes of persons. 
The word 'assets,' as used in this 
Article, includes all deposits and 
funds of a special or trust nature. 

"(d) 'Liquidator' means the person 
designated by the Board of Insurance 
Commissioners as liquidator, rehabil
itator, or conservator of all insurers. 

"(e) 'Board' means the Board of 
Insurance Commissioners of the State 
of Texas. 

"(f) 'Court,' t.nless the same clear
ly appears to the contrary from the 
text of this ::rticle, means the court 
in which the delinquency proceeding 
is pending. 

"(g) 'Liquidation Division' shall 
refer to Liquidator and his perma
nent staff. 

"Sec. 2. General Procedures. 
"(a) Liquidator taking Possession. 

Whenever the Board finds that 
gro· nds f. r rehabilitation, conserva
tion or liauidation of an insurer ex
ists and that it is to ;.he best interests 
of the creditors and policyholders of 
such insurer that the insurer be re
habilitated, conserved, or liquidated, 
the Board shall direct the Liquidator 
to take possession of the affairs of 
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such insurer. A copy of the order of 
the Board directing the Liquidator to 
take possession of an insurer shall be 
filed in the District Court of Travis 
County, Texas, as an original pro
ceeding, and such court shall be con
sidered the court in which delinquen
cy proceedings are pending. 

Before the Board issues its order 
directing the Liquidator to take pos
session of an insurer, he shall notify 
such insurer of the facts which make 
necessary the npointment of the Liq
uidator. If the insurer fails or refuses 
to file with the Board, within ten 
(10) days fror.1 the date of the 
Board's official notice, satisfactory 
evidence that the matters complained 
of have been cured to the satisfaction 
of the Board, the Board shall direct 
the Liquidator to take possession of 
the affairs of such insurer. Immedi
ately upon notification by the Board 
of the facts which make necessary 
the appointment of the Liquidator, 
the Board may direct the Liquidator 
or some other employee of the I!oard 
to preserve the affairs of such insurer 
pending the order directing the Liqui
dator to take possession, and there
after, until the Board shall direct the 
Liquidator to take possession of the 
affairs of such insurer for the pur
pose of rehabilitation, conservation 
or liquidation, or the insurer has pro
duced satisfactory proof of its com
pliance with the matters objected by 
the Board, none of the assets, funds 
or properties of such insurer shall be 
expended without the prior approval 
of the Liquidator or such other des
ignated employee of the Board. The 
insurer may if it so desires, file with 
the Board a statement that it does 
not intend to comply with the notice 
of the Board to show cause and upon 
the receipt of such notice the Board 
may then direct the Liquidator to 
take possession for the purpose of 
rehabilitation, conservation or liqui
dation as the facts may require, and 
thereupon the order of the Board di
recting the Liquidator to take pos
session of such insurer for the pur
pose of rehabilitation, conservation or 
liquidation shall be appealable as pro
vided in Subsection (h) of Sec. 2 of 
this Article and not otherwise. The 
order directing the Liquidator or 
some other employee of the Board to 
take possession of the affairs of an 
insurer for the purpose of preserving 
the assets pending the order of the 
Board directing the Liquidator to 

take possession for the purpose of 
rehabilitation, conservation or liqui
dation shall not be appealable. 

"(b) Exclusive Method of Liquida
tion, Rehabilitation, and Conserva
tion. The methods of liquidation, re
habilitation, and conservation, as pro
vided for in this Article shall be ex
clusive and no insurer shall make an 
assignment for the benefit of credi
tors, nor shall o.ny court appoint a 
Receiver for any insurer. Whenever 
a court of this State finds that the 
affairs of an int.urer are in such con
dition that would justify the appoint
ment of a Receiver except for the 
foregoing prohibotion, the Com·t shall 
direct the Liquidator to take posses
sion of the affairs of such insurer and 
the Liquidator shall commence con
ducting the affairs of such insurer 
pursuant to the provisions of this 
Article. 

"(c) Voluntary Liquidation. A sol
vent insurer may be closed and liqui
dated upon the written consent or 
vote of the owners of two-thirds 
(2/3) of its capital, which consent, 
or the resolution adopted by the stock
holders shall specify the date when 
such insurer is to be closed, and shall 
designate one or more individuals to 
act as the liquidating agent, who 
shall conduct the liquidation under 
the supervision of the Board of Di
rectors, after giving suitable bond as 
prescribed by said Board of Directors 
and approved by the Board oo Insur
ance Commissioners. Prior to the clos
ing of such insurer, the Directors 
shall file with the Board of Insur
ance Commissioners a transcript of 
the proceedings authorizing the clos
ing of the insurer. Notice to its pol
icyholders and creditors to present 
their claims shall be published once 
a week for thirteen ( 13) weeks, be
ginning within ten (10) days after 
the closing of the insurer, in two (2) 
newspapers printed within thb State 
which have a general circulation in 
this State. Upon presentment of law
ful claims, the insurer shall pay its 
policyholders and creditors. The liq
uidating agent shall make a written 
report to the stockholders at each 
annual meeting, a copy of which, 
signed and sworn to by the liquidat
ing- agent, shall be filed with the 
Board of Insurance Commissioners. 
The stockholders at any regular or 
special meeting may remove the liqui
dating agent and name a successor. 
The Board of Insurance Commission-
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ers may from time to time examine 
the liquidating insurer and may, if 
the policyholders and creditors are 
not paid upon presentment of their 
lawful claims, or if, prior to the pay
ment of all policyholders and credi
tors, the Board finds any condition 
which would authorize the liquida
tion, rehabilitation, or conservation 
of the insurer were it not in volun
tary liquidation, direct the Liquids
tor to take possession of the aasets 
and liquidate the same in the manner 
herein provided for the involuntary 
rehabilitation, conservation, or liqui
dation of insurers. Upon the expira
tion of six (6) months from the first 
publication of notice as above pro
vided, the insurer shall file with the 
Board of Insurance Commissioners an 
affidavit sworn to by a majority of 
the qualified directors stating that 
all policyholders and creditors who 
have presented their claims have been 
paid the amounts due them, and list
ing those policyholders and creditors 
who have not presented their claims, 
giving their addresses as shown by 
the books of the insurer and the 
amounts respectively due each. Such 
affidavit shall be accompanied by a 
publisher's certificate showing publi
cation of. notice as above provided, 
and by a sum equal to the aggregate 
amount due the non-claiming policy
holders and creditors. The Board of 
Insurance Commissioners shall hold 
such money for the benefit of said 
policyholders and creditors in the 
manner provided in Subsections (e) 
and (f) of Section 8 of this Article. 
At any time after the filing of such 
affidavit, the Board of Directors may 
distribute the remaining assets 
among the shareholders in proportion 
to their ownership of stock of the in
surer and shall thereafter file with 
the Board of Insurance Commission
ers an affidavit sworn to by a major
ity of the qualified Directors showing 
such distribution. The filing of such 
affidavit and the approval thereof by 
the Board of Insurance Commission
ers shall have the etfect of cancelling 
the charter of the insurer without 
the necessity of any judicial action. 
No insurer which has been closed 
pursuant to the provisions of this 
subsection shall resume business or 
reopen without the proper written 
consent of the Board of Insurance 
Commissioners. 

"(d) Grounds for Rehabilitation. 
The Board may direct the rehabilita-

tion of an insurer upon any one or 
more of the following grounds: that 
such insurer (1) is insolvent; or (2) 
has refused to submit its books, pa
pers, accounts or atfairs to the rea
sonable inspection of the Board or its 
examiners; or ( 3) has failed or re
fused to make good an impairment 
of capital or surplus as required by 
law; or ( 4) has, by contract of re
insurance or otherwise, transferred 
or attempted to transfer substantial
ly its entire property or business or 
entered into any transaction the ef
fect of which is to merge substan
tially its entire property or business 
in the property or business of any 
other corporation, association, socie
ty, order, firm or individual, without 
having first obtained the written ap
proval of the Board; or (5) is found 
to be in such condition by the Board 
that its further transaction of busi
ness will be hazardous to its policy
holders or its creditors; or (6) has 
willfully violated its charter or any 
of the provisions of the laws of this 
State; or (7) retains after notice 
from the Board an officer, agent or 
employee who has refused to be ex
amined under oath, concerning its af
fairs; or (8) has ceased to do the 
business of insurance for a period of 
one ( 1) year; or ( 9) has commenced 
voluntary liquidation or dissolution, 
or attempts to commence or prose
cute any action or proceedinR" to li
quidate its business or affairs, or to 
dissolve its corporate charter, or to 
procure the appointment of a re
ceiver, trustee, custodian or seques
trator under any law except this Ar
ticle; or (10) has been the subject of 
an application for the appointment of 
a receiver, trustee, custodian, or 
sequestrator of the insurer or its 
property, or if a receiver, trustee, 
custodian, or sequestrator is appoint
ed by a federal court, or if such ap
pointment is imminent; or (11) has 
consented to an order for the appoint
ment of a receiver, trustee, custodian, 
or sequestrator through a majority 
of its directors, stockholders, or mem
bers, or ( 12) has not organized or 
completed its organization and ob
tained a license or certificate author
izing it to commence the doing of an 
insurance business within one (1) 
year from the date of its incorpora
tion; or ( 13) is found to be in such 
condition by the Board as requires 
the appointment of a conservator un
der the provisions of this Code; or 
(14) has failed or refused to take 
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such steps under the provisions of 
Article 1.14 of this Code as may be 
necessary to remove from office any 
officer or director whom the Board 
has found not worthy of public con
fidence; or (15) has had its charter 
canceled. 

"(e) Order of Rehabilitation. (1) 
An order to rehabilitate shall direct 
the Liquidator forthwith to take pos
session of the property of such in
surer and to conduct the business 
thereof, and tc take such steps to
ward the removal of the causes and 
conditions which have made such pro
ceeding necessary. (2) If at any time 
the Liquidator shall deem that fur
ther efforts to rehabilitate such in
surer would be futile, he shall make 
such fact known to the Board, and 
the Board may then direct that such 
insurer be liquidated if grounds for 
liquidation exist. The order of the 
Board directing liquidation shall be 
filed with the court and the order of 
the Board may be appealed in the 
same manner as though the Board 
had directed the liquidation of such 
insurer initially under this Article. 
(3) The Liquidator or the insurer, 
acting through its Board of Directors, 
at any time may apply to the Board 
for an order terminating any re
habilitation proceeding, and permit
ting such insurer to resume posses
sion of its property and the conduct 
of its business. The insurer may ap
peal the order of the Board denying 
such termination to the court. No 
order terminating the rehabilitation 
shall be granted until it shall have 
been determined that the purposes of 
the proceeding have been fully ac
complished. 

"(f) 'Grounds for Liquidation.' The 
Board may direct the liquidation of 
an insurer upon any one or more of 
the grounds specified in subdivisions 
(1), (3), (5), (8), (9), (10), (12), 
(15) of Subsection (d) of Section 2. 
of this Article. 

"(g) 'Order of Liquidation; Rights 
and Liabilities.' (1) An order to li
quidate the business of an insurer 
shall direct the liquidator and his 
successors in office forthwith to take 
possession of the property of such 
insurer and to liquidate the business 
of the same and to deal with the 
property and business of such insurer 
in his own name. (2) The liquidator 
and his successors in office shall be 
vested by operation of law with the 
title to all property, contracts and 
rights of action of such insurer as of 

the date of the entry of an order di
recting the liquidation of such in
surer. The rights and liabilities of 
any such insurer and of its creditors, 
policyholders, stockholders, members 
and all other persons interested in 
its estate shall be fixed as of the date 
of the entry of the order directing the 
liquidation of such insurer. On appli
cation by the liquidator or an inter
ested party within thirty (30) days 
of the date of entry of an order di
recting the liquidation of an insurer, 
the court may upon notice and hear
ing direct such rights and liabilities 
be fixed at such a date as will pro
vide a more equitable distribution of 
the assets. 

"(h) 'Contest of Liquidation or 
Rehabilitation.' At any time within 
five ( 5) days after the Board shall 
have filed the order directing the re
habilitation, liquidation or conserva
tion of an insurer, such insurer, act
ing through its directors, may appeal 
the action of the Board in the Dis
trict Court of Travis County. Said 
Court, or the judge thereof if in vaca
tion, may, without notice or hearing, 
restrain the Liquidator from liqui
dating the assets of such insure1· 
pending hearing on the merits, and 
shall, in that event, instruct the Li
quidator to hold the assets of such 
insurer in his possession pending 
final disposition of such suit. The 
Liquidator shall thereupon refrain 
from liquidating such assets, pro
vided, however, the Liquidator may, 
with the approval of the judge, take 
such action as may be necessary or 
proper to prevent loss or depreciation 
in the value of the assets. The Court 
shall, as soon as possible, hear the 
suit upon its merits and shall enter 
a judgment enjoining the Liquidator 
from liquidating or rehabilitating or 
conserving the assets of such insurer, 
or refusing such injunction. Appeal 
shall lie from such judgment as in 
other civil cases, but the Liquidator, 
irrespective of the character of judg
ment entered by the trial court or 
any supersedeas bond filed, shall re
tain possession of the assets of such 
insurer pending final disposition on 
appeal. 

"(i) 'Disposal of Property.' The 
Liquidator may, upon such terms and 
conditions as he may deem for the 
best interests of the creditors of an 
insurer under his supervision, ( 1) sell 
or otherwise dispose of the property, 
or any part thereof, of an insurer un
der his supervision, and (2) sell or 



896 SENATE JOURNAL 

compound all doubtful or uncollectible 
debts, or claims owed by or owing to 
such insurer, including claims based 
upon an assessment levied against a 
member of a mutual insurer, recipro
cal exchange, an underwriter at 
Lloyds, or stockholder. The Liquida
tor shall file with the Clerk of the 
Court a report of such sales, dis
posals, or compromises. Such sales, 
disposals, or compromises shall be
come final at a date not less than five 
( 5) days from the date of filing, spe
cified in such report unless a petition 
objecting to such sale, disposal, or 
compromise, be filed in the Court by 
a party interested. Such action shall 
have precedence over all other causes 
on the docket of a different nature. 
The burden shall be upon the party 
objecting to show that the Liquida
tor has abused his discretion in such 
sale, disposal, or compromise. Any 
party to said action may appeal as 
in other civil cases. The Liquidator 
may, subject to the approval of the 
Court, sell or agree to sell, or offer 
to sell, any assets of such an insurer 
to such of its creditors who may de
sire to participate in the purchase 
thereof, to be paid for, in all or in 
part, out of dividends payable to such 
creditors and, upon application of the 
Liquidator, the Court may designate 
representatives to act for such cred
itors in the purchase, holding and/ or 
management of such assets, and the 
receiver may, subject to the approval 
of the Court, advance the expense of 
such representatives against the se
curity of the claim of such creditors. 
Notice of any sale, disposal, or com
pronrise, or any other proposed action 
under this subsection shall be given 
by posting copies of such report or 
application for a period of not less 
than three (3) days at some prom
inent place at the principal office of 
the Liquidator and at the Courthouse 
of Travis County, Texas. 

"(j) Bonds. The liquidator shall be 
responsible, on his official bond here
inafter provided for, for all assets 
coming into his possession. An inter
ested party may apply to the Court 
for an order requiring an additional 
bond or bonds from said Liquidator, 
any special deputy Liquidator, or 
other assistant or employee respect
ing the liquidation of a particular 
insurer. 

"(k) Inventory. An inventory in 
duplicate of the insurer's assets shall 
be prepared forthwith by the Liqui
dator, one of which shall be filed in 

the office of the Board, and one in 
the office of the Clerk of the Court, 
which inventories shall be open to in
spection. 

"(1) Depositories. All money col
lected by the Liquidator shall be 
forthwith deposited in any bank or 
banks in this State which are mem
bers of the Federal Deposit Insur
ance Corporation or any building and 
loan association doing business in this 
State and which are members of the 
Fede;al Savings and Loan Insurance 
Corporation. The funds collected .or 
realized from the assets of each m
surer shall be kept separate and apart 
from all other funds. Whenever any 
account in any such bank exceeds 
the amount insured by said Federal 
Deposit Insurance Corpora~iol!, or if 
in a building and loan association, ex
ceeds the maximum amount insured 
by the Federal Savings and Loan 
Insurance Corporation, the Liquidator 
is hereby authorized and directed to 
make such contracts and require such 
security as he may deem proper for 
the safeguarding of such deposit upon 
the approval of the Board. 

"Sec. 3. Claims. 
"(a) Time for Filing. Where liqui

dation of an insurer has been direct
ed all persons who may have claims 
against such insurer shall present 
proof of the same to the Liquidator 
at a place specified by the Liquidator 
within one hundred eighty (180) days 
after the entry of an order of liqui
dation. The Liquidator shall notify 
all persons who may have claims 
against such insurer as disclosed by 
its books and records to present proof 
of the same to him within said one 
hundred eighty (180) days. Such no
tice may be given by ordinary mail. 

"(b) Late Filing. Claims filed sub
sequent to the expiration of said one 
hundred eighty (180) days but prior 
to the expiration of one ( 1) year 
after the entry of an order of liqui
dation may participate only in fu
ture dividends. Claims which are not 
filed within the expiration of such 
one-year period shall not participate 
in any distribution of the assets by 
the Liquidator. 

"(c) Proof Necessary. A proof of 
claims shall consist of a written state
ment under oath signed by the claim
ant, setting forth the claim, the con
sideration therefor, and whether any, 
and if so, what securities are held 
therefor, and any right of priority 
of payment or other specific rights 
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asserted by the claimant, and wheth
er any, and if so, what payments 
have been made thereon, and such 
other matters as may be required by 
the Liquidator, and that the sum 
claimed is justly owing from the in
surer to the claimant. Whenever a 
claim is founded upon an instrument 
in writing, such instrument, unless 
lost or destroyed, shall be filed with 
the proof of claim. After filing of 
such instrument, the Liquidator may, 
in his discretion, permit the claim
ant to substitute a true copy of 
such instrument, until the final dis
position of the claim. If such instru
ment is lost or destroyed, a state
ment of such fact and of the circum
stances of such loss or destruction 
shall be filed under oath with the 
claim. 

"(d) Contingent Claims. No con
tingent claim shall share in a dis
tribution of the assets of an insurer 
in liquidation except that such claim 
shall be considered if properly pre
sented, and may be allowed to share 
where (1) such claim becomes .abso
lute against the insurer on or before 
the last day fixed for filing of proof 
of claims against the assets of such 
insurer, or (2) there is a surplus 
and the liquidation is thereafter con
ducted upon the basis that such in
surer is solvent. For the purposes of 
this Article, 'contingent claim' means 
a claim for which the right of action 
is dependent upon the occurrence or 
nonoccurrence of some future event 
which may or may not happen. 

"(e) Third Party Claims. Where a 
liquidation order has been entered in 
a proceeding against an insurer any 
person who has a cause of action 
against an insured of such insurer 
under a liability insurance policy is
sued by such insurer, shall have the 
right to file a claim with the Liqui
dator, regardless of the fact that such 
claim may be contingent, aJ;Id such 
claim may be approved (1) if it may 
be reasonably inferred from the proof 
presented upon such claim that such 
person would be able to obtain a judg
ment upon such cause of action 
against such insured; and (2) if such 
persons shall furnish suitable proof 
that no further valid claims against 
such insurer arising out of his cause 
of action other than those already 
presented can be made; and ( 3) if 
the total liability of such insurer to 
all claimants arising out of the same 
act of its insured shall be no greater 

than its total liability would be were 
it not in liquidation. No judgment 
against an insured taken after the 
date of the entry of the order of liqui
dation shall be considered in the 
liquidation proceeding as evidence of 
liability, or of the amount of dam
ages, and no judgment against an 
insured taken by default or by col
lusion prior to the commencement of 
the liquidation proceedings shall be 
considered as conclusive evidence in 
the proceeding, either of the liability 
of such insured to such person upon 
such cause of action, or of the amount 
of damages to which such person is 
therein entitled. 

"(f) Offsets. In all cases of mutual 
debts or mutual credits between the 
insurer and another person in con
nection with any claim or proceed
ing under this Article, such credits 
and debts shall be set off and the 
balance only shall be allowed or paip, 
except as provided in subsection (g) 
of this section. 

"(g) No Offsets. No offsets shall be 
allowed in favor of any person, how
ever, where (1) the obligation of the 
insurer to such person would not at 
the date of the entry of the order of 
liquidation or as otherwise provided 
in Section 2(g) entitle him to share 
as a claimant in the assets of such 
insurer, or (2) the obligation of the 
insurer to such person was purchased 
by or transferred to such person sub
sequent to the entry of the liquida
tion order or with a view of its be
ing used as an offset, or (3) the ob
ligation of such person is to pay an 
assessment levied against the mem
bers of a mutual insurer, or recipro
cal exchange, or underwriters at 
Lloyds, or to pay a balance upon a 
subscription to the capital stock of 
a stock insurance corporation, or (4) 
the obligation of such person is as a 
trustee or fiduciary. 

"(h) Action on Claims. The Liqui
dator shall have the discretion to ap
prove or reject any claim filed against 
the insurer. Objections to any claim 
not rejected may be made by any 
party interested, by filing the objec
tions in the Court within ten (10) 
days after the approval of such claim 
by the Liquidator. The Court shall de
termine the propriety of the Liquida
tor's action after notice and hearing 
and shall enter such order as is ap
propriate in the premises. Upon the 
rejection of each claim, either in whole 
or in part, the Liquidator shall notify 
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the claimant of such rejection by 
written notice. Action upon a claim 
so rejected must be brought in the 
court in which the delinquency pro
ceeding is pending within ninety (90) 
days after the service of notice; oth
erwise, the action of the Liquidator 
shall be final and not subject to re
view. Such action shall be de novo 
as if originally filed in said court 
and subject to the rules of procedure 
and appeal applicable to civil cases. 

"Sec. 4. Actions. 
"(a) Injunctions. Upon an applica

tion by the Liquidator or the Attor
ney General, the court in which the 
delinquency proceeding is pending 
may, with or without notice, issue an 
injunction restraining the insurer 
named in the order, its officers, direc
tors, stockholders, members, trustees, 
agents, servants, employees, policy
holders, attorneys, managers, attor
ney-in-fact, associate, deputy, sub
stitute attorneys-in-fact, and all other 
persons from the transaction of its 
business or the waste or disposition 
of its property, or requiring the de
livery of its property and/ or assets 
to the Liquidator subject to the fur
ther order of the Court. 

"(b) Other Orders. Such Court may 
at any time during a proceeding un
der this Article issue such other in
junctions or orders as may be deemed 
necessary to prevent interference with 
the Liquidator or the proceeding, or 
waste of the assets of the insurer, or 
the commencement or prosecution of 
any actions, or the obtaining of pref
erences, judgments, attachments, gar
nishments, or other liens, or the mak
ing of any levy against the insurer or 
against its assets or any part thereof. 

"(c) No Preferences. Any claim, 
judgment, lien or preference against 
the insurer or its Liquidator obtained, 
after the date of commencement of 
delinquency proceedings, in deroga
tion of the terms of any such injunc
tion or order of the Court may be 
denied by the Liquidator until proof 
of the justness of such claim, judg
ment, lien, preference or demand is 
made before and approved by the 
court. 

"(d) Pending Lawsuits. No judg
ment or order rendered by any court 
of this State in any action pending 
by or against the delinquent insurer 
after the commencement of delin
quency proceedings shall be binding 
upon the Liquidator or the insurer 
unless the Liquidator shall have been 
made a party to such suit. 

"(e) One Year Extension. The 
Liquidator shall not be required to 
plead to any suit in which he may be 
a proper party plaintiff or defendant, 
in any of the courts in this State until 
one ( 1) year after the date of the 
order directing liquidation of an in
surer. 

"(f) New Lawsuits. The court of 
competent jurisdiction of the county 
in which the delinquency proceedings 
are pending under this Article shall 
have venue to hear and determine all 
actions or proceedings instituted after 
the commencement of delinquency 
proceedings by or against the insurer 
or Liquidator. 

" (g) The provisions of Articles 
2310 and 2311 of the Revised Civil 
Statutes of Texas of 1925, as amend
ed, shall not apply to insurers being 
administered under this Article. 

"Sec. 5. Voidable Transfers. 
"(a) Transfers or liens voidable. 

Any transfer of or lien upon the prop
erty or assets of an insurer which 
is made or created within four (4) 
months prior to the order directing 
the Liquidator to take possession of 
an insurer, with the intent of giving 
to any creditor or enabling him to ob
tain a greater percentage of his debt 
than of any other creditor of the 
same class, and which is accepted by 
such creditor, having reasonable cause 
to believe that such preference will 
occur, shall be voidable. 

"(b) Personal Liability. Every di
rector, officer, agent, employee, stock
holder, member, attorney-in-fact, as
sociate, substitute or deputy attor
ney-in-fact, underwriter, subscriber, 
and any other person acting on be
half of such insurer, who shall be con
cerned in any such prohibited act or 
deed, and every person receiving 
thereby property of such insurer, or 
the benefit thereof, shall be person
ally liable therefor, and shall be bound 
to account to the Liquidator for the 
benefit of the creditors of the insurer. 

"(c) Avoiding and Recovery. The 
Liquidator in any proceeding under 
this Article, may avoid any transfer 
of, or lien upon the property or as
sets of an insurer which any creditor, 
stockholder or member of such in
surer might have avoided, and may 
recover the property so transferred 
or its value from the person to whom 
it was transferred, unless he was a 
bona fide holder for value prior to 
the date of the commencement of pro
ceedings under this Article. Such 
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property or its value may be recov
ered from anyone who has received 
it, except a bona fide holder for value 
as above specified. 

"Sec. 6. Priority of Claims for 
Wages. 

"All wages actually owed to em
ployees of an insurer against whom 
an order of liquidation has been en
tered, for services l'endered within 
three (3) months prior to the filing 
of such order of liquidation, not ex
ceeding Three Hundred Dollars 
( $300) to each employee shall be paid 
prior to the payment of every other 
debt or claim, and in the discretion 
of the Liquidator may be paid as soon 
as practicable after the proceeding 
has been commenced, except that 'It 
all times there shall be reserved such 
funds as will be sufficient for the ex
penses of administration of the estate 
and the Liquidation Fees herein pro
vided. 

"Sec. 7. Assessments. 
"(a) Application. Within four (4) 

years from the date of an order of 
rehabilitation, conservation or liquida
tion, of a domestic insurer, the Liqui
dator may make an application to the 
Court to levy an assessment against 
the members of a mutual insurer, or 
the underwriters or members of a 
reciprocal exchange, or the under
writers at Lloyds or the holde1·s of 
stock on which there is an unpaid 
subscription contract. Such application 
shall set forth the reasonable value 
of the assets of such insurer, its 
probable liabilities, and the probable 
necessary assessment, if any, to pay 
all possible claims and expenses in 
full, including expenses of adminis
tration and collection. 

"(b) Levy. Upon such notice as 
may be designated by the court, the 
court shall proceed to consider such 
report and may levy one or more as
sessments. Such assessment or as
sessments shall cover the excess of 
the probable liabilities over the rea
sonable value of the assets, together 
with the estimated cost of collection 
and percentage of uncollectiblity 
thereof. No such assessment shall be 
levied against any member or sub
scriber with respect to any policy 
which contains a nonassessable or 
noncontingent liability provision or 
provisions and which has been issued 
under authority granted by the Board. 

" (c) Collection. After the entry of 
such an order of assessment and the 

expiration of the time for appeal, 
the Liquidator shall proceed to col
lect such assessments, and for the 
purpose of such collection may bring 
smt for the same in any court of 
competent jurisdiction in the county 
!n 'Yhich such delinquency proceed
mg 1s pending. 

" (d) Provisions Cumulative. The 
provisions of this Section are cumu
lative of any other remedies for the 
levy and collection of assessments. 

"Sec. 8. Distributor of Assets. 
"(a) Payments to Creditors. At 

su~h time or times as may be appro
pnate, the Liquidator shall file with 
the Clerk of the Court lists of ap
proved claims showing the names of 
the claimants and the amount of such 
claims. The Liquidator shall, at such 
times as the affairs of an insurer per
mit, declare dividends. He shall file 
with the Clerk of the Court sched
ules showing the names of the dis
tributees and the amount of the dis
tributions. Ten (10) days after filing 
such report the Liquid&tor may pay 
such proposed dividends in the ab
sence of any objection filed by an in
terested pa1·ty with the court. 

"(b) Interest. Interest shall not ac
crue on any claim subsequent to the 
date of the entry of the order of 
liquidation. 

"(c) Foreign Claimants. If any 
claimant of another state or foreign 
country shall be entitled to or shall 
receive a dividend upon his claim out 
of a statutory deposit or the proceeds 
of any bond or other asset located in 
such other state or foreign country, 
then such claimants shall not be en
titled to any further dividend from 
the Liquidator until and unless all 
other claimants of the same class, 
irrespective of residence or place of 
the acts or contracts upon which their 
claims are based, shall have received 
an equal dividend upon their claims; 
and after such equalization, such 
claimants shall be entitled to share 
in the distribution of further divi
dends by the Liquidator, along with 
and like all other creditors of the 
same class, wheresoever residing. 

"(d) Setoff by Liquidator. Upon 
the declaration of a dividend, the 
Liquidator shall apply the amount of 
such dividend against any indebted
ness owed to the insurer by the per
son entitled to such dividend. 

"(e) Unclaimed Dividends. Un-
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claimed dividends on approved claims 
remaining in the Liquidator'& hands 
after payment of the final dividend 
shall be delivered to the Board. Such 
funds shall be deposited by the Board 
in trust in a special account to be 
maintained with the State Treasurer. 

"(f) Escheat. On receipt of satis
factory written and verified proof of 
ownership within two (2) yearo from 
the date such funds are so deposited 
with the State Treasurer, the Board 
shall certify such facts to the Comp
troller of Pu;.,lic Accounts, who shall 
issue proper warrant therefor in fa
vor of the parties respectively enti
tled thereto drawn on the State 
Treasurer. Any such money remain
ing unclaimed with the Board for 
two (2) years shall then be treated 
as Fees of Liquidation herein pro
vided. 

"Sec. 9. Closing. 
"(a) Excess Assets--Stock Com

panies. When the Liquidator shall 
have made provision for unclaimed 
dividends and all of the liabilities of 
a stock insurance company, he shall 
ca11 a meeting of the stockholders of 
the insurer by giving notice thereof 
by publishing for three successive 
weeks in two newspapers printed in 
this State which have a general cir
culation in this State, and by written 
notice to the stockholders of record 
at their last known addresses. At 
such meeting the stockholders shall 
appoint an agent or agents to take 
over the affairs ;;o continue the liqui
dation for benefit <f the stockholders. 
Voting privileges shall be governed 
by the insurer's bylaws. A majority 
of the stock shall be represented at 
the agent's appointment. Such agent 
or agents shall execute and file with 
the court such bond or bonds as shaH 
be approved by it, conditioned on the 
faithful performance of aU the duties 
of the trust. Under order of the Court 
the Liquidator shall then transfer 
and deliver to such agent or agents 
for continued liquidation under the 
court's supervision all assets of the 
insurer remaining in his hands, 
whereupon the Liquidator and the 
Board, and each member and em
ployee thereof, shaH be discharged 
from any further liability to such 
insurer and its creditors and stock
holders; provided, however, that noth
ing herein contained shall be so con
strued as to permit the insurer to 
continue in business. 

"(b) Excess Assets--Other Com
panies. After the Liquidator shall 
have made provision for unclaimed 
dividends and all of the liabilities of 
any insurer other than a stock insur
ance company, he shall dispose of any 
remaining assets as directed by the 
court. 

"(c) No Limitation. Each delin
quency proceeding prescribed by this 
Article shaH be administered con
tinuously hereunder for whatever 
length of time is necessary to effec
tuate its purposes. No arbitrary pe
riod prescribed elsewhere by the laws 
of Texas limiting the time for the 
administration of receiverships or of 
corporate affairs generally shall be 
applicable thereto. 

"(d) Reopening, If after the liqui
dation shall have been closed the 
Liquidator sha11 discover assets not 
known to him prior to the closing, he 
shall report his findings to the court 
and it shall he within the discretion 
of the court as to whether the value 
of the after-discovered assets shall 
justify the reopening of the estate 
for continued liquidation. 

"Sec. 10. Reinsurance. 
"(a) Reinsurer's Liability. If the 

Liquidator has claims under policies 
covered by reinsurance, there shall 
be no diminution of the liability of 
the reinsurer because of the delin
quency proceeding against the delin
quent company, regardless of any 
provisions in the reinsurance contract 
to the contrary. 

"(b) Notice to Reinsurers. The 
Liquidator shall give written notice 
to the affected reinsurers of th'~ pen!l
ency of a claim against the Liquida
tor under a policy covered by the re
insurance within a reasonable time 
after such claim Is filed in the liqui
dation proceeding, and during the 
pendency of such claim any affected 
reinsurer may investigate such claim 
and interpose, at its own expense, in 
the proceeding where the claim is to 
be adjusted any defense or defenses 
which it may deem available to in
surer in liquidation or the Liquida
tor. The expenses thus incurred shall 
be chargeable against the insurer In 
liquidation as part of the expense of 
liquidation to the extent of a propor
tionate share of the benefit which 
may accrue to the insurer in liquida
tion solely as a result of the defense 
undertaken by the assuming insurer. 
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"(c) Provided, however, that Ar
ticle 6.16 of the Insurance Code of 
1951, Acts Regular Session of the 
Fifty-second Legislature, 1951, Chap
ter 491, page 868, shall remain in 
full force and effect and shall govern 
as to those insurance companies af
fected thereby. 

"Sec. 11. Evidence in Records. 
" (a) Records Admitted. All books, 

records, documents and papers of any 
delinquent insnrer received by the 
Liquidator and held by him in the 
course of the delinquency proceedings, 
or certified copies thereof, under the 
hand of the Liquidator and the offi
cial seal of the Board, shall be re
ceived in evidence in all cases with
out proof other than the certificate 
of the Liquidator under the seal of 
the Board that the same was received 
from the custody of the delinquent 
insurer or found among its effects. 

"(b) Certificates. The Liquidator 
shall have the authority to certify to 
the correctness of any paper, docu
ment or record of his office, including 
those described in (a) of this section, 
and to make certificates under seal of 
the Board and certified by the Liqui
dator certifying to any fact contained 
in the papers, documents, or records 
of the Liquidation Division; and the 
same shall be received in evidence in 
all cases in which the originals would 
be evidence. 

"(c) Prima-facie Evidence. Such 
original books, records, documents 
and papers, or certified copies there
of, or any part thereof, when re
ceived in evidence shall be prima
facie evidence of the facts disclosed 
thereby. 

"Sec. 12. Liquidation. 
"The Liquidator shall be appointed 

by a majority of the Board of Insur
ance Commissioners and shall be sub
ject to removal by a majority of said 
Board, and after entering upon the 
duties of said office shall file with the 
Board of Insurance Commissioners 
a bond in the sum of $50,000.00, pay
able to the Board of Insurance Com
missioners for the benefit of injured 
parties, conditioned upon the faithful 
performance of the duties of the 
Liquidator and all his assistants and 
employees, and the proper accounting 
for all moneys and properties and as
sets coming into the Liquidator's pos
session. The Liquidator shall employ 
all personnel necessary for the opera
tion of the Liquidation Division. 

"Sec. 13. Liquidation Budget Board. 
"There is hereby constituted the 

Liquidation Budget Board, composed 
of the Attorney General, the State 
Auditor, and the Chairman of the 
Board of Insurance Commissioners. 
The Budget Board shall adopt, and 
from time to time, amend budgets 
which shall fix the budget for the 
Liquidation Division. The Liquidation 
Budget Board shall, in such budget, 
d1rect the purposes and prescribe the 
a.mounts for which the fees appor
tiOned to the Liquidation Division 
shall be expended. The Liquidation 
Budget Board shall also determine 
the amount necessary and available 
for the administration of the duties 
of the Attorney General under this 
Article. The Liquidation Budget 
Board is directed, as far as is prac
tical, to prescribe the budgets herein 
called for on a fiscal year basis be
ginning on September 1st of each 
year and ending on August 31st of 
each subsequent year. Immediately 
after the effective date of this Act 
the Liquidation Budget Board is di
rected to fix the budget for the Liqui
dation Division and determine the 
amount necessary and available for 
the administration of the duties of 
the Attorney General under this Ar
ticle. Before the first day of Sep
tember immediately preceding the ef
fective date of this Act the Liquida
tion Budget Board shall for the next 
fiscal year fix the budget for the 
Liquidation Division and the amount 
necessary and available for the ad
ministration of the duties of the At
torney General under this Article, 
and each year thereafter in a like 
manner shall fix the budget of the 
Liquidation Division and the amount 
necessary and available for the ad
ministration of the duties of the At
torney General under this Article. The 
Liquidation Budget Board may from 
time to time amend the budget of the 
Liquidation Division and the amount 
projected to be spent for the con
duct of the duties of the Attorney 
General under this Article. 

"Sec. 14. Levy of Liquidation Fee. 
"Under the direction of the Liqui

dation Budget Board, the Liquidator 
shall, levy, assess and collect an an
nual Liquidation Fee, and a fee for 
the portion of the fiscal year remain
ing after the effective date of this 
Act, based on the total assets of each 
insurer, covering the estimated equi
table or proportionate cost of mainte-
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nance and operation of the liquida
tion, rehabilitation and conservation 
of insurers under this Article. The 
Liquidator under the direction of the 
Liquidation Budget Board shall also 
levy, assess, and collect such a Liqui
dation Fee on an insurer's coming 
into his possession after the com
mencement of the fiscal year, for the 
balance of the fiscal year remaining. 
The Liquidator shall pay to the At
torney General from the fees col
lected the amount or amounts deter
mined by the Liquidation Budget 
Board to be necessary and available 
for the conducting of the duties of 
the Attorney General under this Ar
ticle. From the remaining fees the 
Liquidator shall pay all the expenses 
of the Liquidation Division in ac
cordance with the budget therefor. 
The Liquidation Budget Board may 
direct the levying of supplemental 
Liquidation Fees in the event the rea
sonable and necessary expenses of 
the liquidation, rehabilitation or con
servation of insurers under this ar
ticle appear to be in excess of the 
estimates of a budget, such supple
mental fees to be based on the total 
assets of each insurer covering the 
estimated equitable or proportionate 
costs of such additional maintenance 
and operation of the liquidation of 
insurer under this Article. After the 
effective date of this Act, the Liqui
dator may maintain the operations of 
the Liquidation Division making such 
expenditures and paying salaries, and 
wages out of the assets of insurers 
pending the initial budget and liqui
dation fees. He shall make a full re
port of such expenditures to the Li
quidation Budget Board. The Liqui
dation Budget Board may make rules 
and regulations governing the ex
penditure of funds pending the ef
fective operation of the initial budget. 

"Sec. 15. Reports. 
"The Liquidator shall, from time 

to time, as directed by the Liquida
tion Budget Board, submit to the Li
quidation Budget Board a full and 
complete report of the receipts and 
expenditures of the Liquidation Di
vision, and the Liquidation Budget 
Board may, from time to time, exam
ine the financial records of the Liqui
dation Division, or cause them to be 
examined. The Attorney General 
shall, from time to time, as requested 
by the Liquidation Budget Board, 
submit to such Liquidation Budget 
Board a full and complete report of 
the receipts and expenditures of the 

Attorney General's office in connec
tion with his duties under this Article 
and may, from time to time, examine 
the financial records of the Attorney 
General concerning his duty under 
this Article, or cause them to be ex
amined. In addition, the Liquidation 
Division and the Attorney General's 
affairs under this Article shall be 
audited from time to time by the 
State Auditor in the same manner as 
other departments. The Attorney Gen
eral and the Liquidator may request 
the State Auditor to assist in the 
function of their duties under this 
Article. The Liquidation Budget 
Board shall, as of December 31, 1957, 
and annually thereafter, report to the 
Governor of the State of Texas the 
receipts and disbursements under 
this Article for each calendar yeBl" 
or part thereof; and shall, within the 
first sixty ( 60) days of each suc
ceeding Regular Session of the Legis
lature make a report to the appropri
ate committees of the House and 
Senate charged with considering leg
islation pertaining to insurance. 

"Sec. 16. Compensation of Liqui
dator and Assistants, Temporary Ex
penses, Direct Expenses. 

"The compensation of the Liqui
dator and all the employees of the 
Liquidation Division shall be fixed by 
the Liquidation Bud~et Board. After 
taking over the affatrs of a new in
surer, the Liquidator may apply for 
and obtain from the Liquidation 
Budget Board authorization to pay 
out of the assets of the insurer on a 
temporary basis, not to exceed sixty 
( 60) days, salaries and wages and 
other related expenses of temporary 
employees retained by the Liquidator 
from the payroll of the insurer, with
out the prior specific authorization 
of the Liquidation Budget Board. 
The Liquidation Budget Board in ad
dition to issuing orders for payment 
of salaries and wages on a tempo
rary basis, shall from time to time 
adopt rules and regulations describ
ing and defining such expenses as 
shall be paid by the Liquidator di
rectly from the assets of the insurer. 
Without restricting the Liquidation 
Budget Board the following are ex
amples of items which may be classi
fied as such Direct Expenses: Rent 
for premises held in connection with 
the liquidation of a particular in
surer; expenditures for the purpose 
of preserving and protecting the as
sets of particular insurers; real 
estate fees and commissions and oth-
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er expenses attendant the sale of 
real and personal prol?erty of a P!'r
ticular insurer; repairs to specific 
property of a p~rticular insurer; ~ax
es directly attnbutable to a particu
lar insurer; court costs directly at
tributable to a specific insurer; legal 
fees for the handling of legal matters 
outside of the State of Texas of a 
particular insurer. The Liquidation 
Budget Board shall not classify as 
such Dil·ect Expenses any payment 
for wages, salaries, or legal fees ex
cept those specifically mentioned as 
examples, provided, however, that the 
payment of contingent legal fees out 
of assets collected by an attorney 
designated by the Attorney General 
shall not be prohibited, but shall be 
paid out of the proceeds collected 
without regard to the rules and regu
lations of the Liquidation Budget 
Board with reference to Direct Ex
penses. 

"Sec. 17. Liquidation Fees. 
"The fees collected by the Liquida

tor and the amount of such fees 
transferred to the Attorney General 
shall be retained and held by the 
Liquidator and the Attorney General 
respectively, and shall be expended 
only for the purposes of carrying out 
the provisions of this Article, and no 
part of such fees shall ever be paid 
into the General Revenue Fund of 
this State. 

"Sec. 18. State Employees. 
"The Liquidator shall be an official 

of the State of Texas and his em
ployees shall be deemed State em
ployees; provided, however, that for
mer employees of insurers under the 
supervision of the Liquidator em
ployed by the Liquidator on a tempo
rary basis shall not be considered 
State employees. The Liquidator and 
his employees shall be responsible to 
the Board of Insurance Commission
ers except to the extent otherwise 
provided in this Article. 

"Sec. 19. Attorney General. 
"(a) Legal Counsel. The Attorney 

General shall be the legal counsel for 
the Liquidator in the administration 
of the affairs of the estates of in
surers. The Attorney General may 
utilize Assistant Attorneys General, 
employ additional Assistant Attor
neys General, and authorize the 
necessary employment of other legal 
counsel to be paid on a contingent fee 
basis out of the funds collected as a 
result of the efforts of such legal 
counsel. The Attorney General is also 

authorized to employ stenographers 
and investigators to assist in the con
duct of the duties of the Attorney 
General under this Article. The At
torney General shall, upon the effec
tive date of this Act, consider con
tracts and employments in effect at 
the effective date of this Act of at
torneys, not permanent members of 
the Liquidator's staff, arising out of 
the affairs of insurers in delinquency 
proceedings at the effective date of 
this Act. The Attorney General may, 
as in his judgment appears to be to 
the best interest of estates of in
surers and the economy of effort in 
the handling of the legal affairs of 
delinquent insurers, cancel or modify 
such contracts or employments, or 
allow such contracts and employ
ments to be carried to a conclusion. 
The Attorney General may not ex
tend or enlarge such contracts or em
ployments; provided, however, that 
such contracts or employments may 
be enlarged or extended so long as 
the extended or enlarged services are 
to be compensated solely out of funds 
collected by such attorney as a re
sult of his activities under the ex
tended or enlarged portion of such 
contract or employment. The At
torney General shall maintain super
vision and control of all legal mat
tel'S handled by attorneys under con
tract. The Attorney General may also 
employ other attorneys for legal 
work outside of the State of Texas 
under the rules and regulations of the 
Liquidation Budget Board as herein
above provided. 

"(b) Salaries, Expenses, Budget, 
Total Compensation. The compensa
tion of Assistant Attorneys General, 
stenographers, and investigators as 
fixed by the Attorney General, carry
ing out the duties assigned the At
torney General under this Article 
may be paid in whole or in part from 
the liquidation fees herein provided 
to be transferred to the Attorney 
General to the extent that the time 
and efforts of such Assistant Attor
neys General, stenographers, and in
vestigators may be rea~onabl.Y and 
equitably allocated to their duties un
der this Article. The total compensa
tion paid to Assistant Attorneys Gen
eral stenographers, and investiga
tors' from funds realized from liqui
dation fees and moneys appropriated 
by the Legislature shall not exceed 
the amount authorized for similar 
work in the Attorney General's office 
by the then current General Appro-
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priation Bill. The expenses reason
ably necessary for the performance 
of the Attorney General's duties and 
his assistants to the extent attributa
ble to his duties under this Article 
shall be paid from the funds collect
ed from liquidation fees. 

"(e) Budget. After the Attorney 
General shall have received from the 
Liquidator the liquidation fees ap
portioned to the Attorney General by 
the Liquidation Budget Board, he 
shall then forthwith prepare a budg
et, showing the proposed expendi
ture and allocation of the fees re
ceived. The Attorney General from 
time to time may amend and 'supple
ment such budget. Such original, 
amended, and supplementary budgets 
shall be filed by the attorney General 
with the Liquidation Budget Board. 

"See. 20. Ancillary Delinquency 
Proceedings. 

"Whenever under the laws of this 
State, a custodian or legal repre
sentative is to be appointed for an 
insurer domiciliary in another state, 
the Board of Insurance Commission
ers of this State shall direct the 
Liquidator to take possession of the 
affairs of such insurer. The Board 
shall enter such order (a) if it finds 
there are suftlcient assets of such in
surer located in this State to justify 
the appointment of the Liquidator, or 
(b) if ten (10) or more persons resi
dent in this State, having claims 
against such insurer, file a petition or 
petitions in writing with the Board, 
requesting the appointment of the 
Liquidator. The Liquidator shall have 
the right to sue for and reduce to 
possession the assets of such insurer 
in this State, and shall have the same 
powers and be subject to the same 
duties with respect to such assets as 
are possessed by the Liquidator in 
the delinquency proceedings of a 
domiciliary insurer under the laws 
of this State. The remaining provis
ions of this Article shall be applicable 
to the conduct of such ancillary pro
ceedings. 

"Sec. 21. Contracts with Foreign 
Receiver or Liquidator. 

"In eases where a Receiver or Li
quidator of any delinquent insurer 
has been appointed in some other 
state, and the Liquidator has taken 
possession of the affairs of such in
surer in Texas, the Texas Liquidator, 
either domiciliary or ancillary, may, 
under the supervision of the Board of 
Insurance Commissioners, contract 

with the Receiver or Liquidator in 
such other state for the administra
tion of the affairs of their respective 
estates in any manner consistent with 
this Article which will enable the re
spective Receivers or Liquidators to 
coordinate their activities in the in
terest of efficiency and economy. 

"See. 22. Borrowing on the Pledge 
of Assets. 

"For the purpose of facilitating the 
rehabilitation, liquidation, conserva
tion or dissolution of an insurer pur
suant to this Article the Liquidator 
may, subject to the approval of the 
Liquidation Budget Board, borrow 
money and execute, acknowledge and 
deliver notes or other evidences of 
indebtedness therefor and secure the 
repayment of the same by the mort
gage, pledge, assignment, transfer in 
trust, or other hypothecation of any 
or all of the property whether real, 
personal or mixed of such insurer, 
and the Liquidator, subject to the 
approval of the Liquidation Budget 
Board, shall have the power to take 
any and all other action necessary 
and proper to consummate any such 
loans and to provide for the repay
ment thereof. The Liquidator shall be 
under no obligation personally or in 
his official capacity as Liquidator to 
repay any loan made pursuant to this 
section. 

"See. 23. Other Entities. 
"Whenever a court shall ftnd that 

the affairs of a corporation or other 
entity, not an insurer, requires the 
appointment of a Receiver, and that 
the affairs of such corporation or en
tity are so interwoven with the af
fairs of a delinquent insurer to the 
extent that it is not practical to ad
minister the affairs of the insurer 
and such other corporation or entity 
separately, the court may, in its dis
cretion, direct the Liquidator to take 
possession of the affairs of such cor
poration or other entity and adminis
ter the affairs of such corporation or 
other entity in conjunction with the 
affairs of such connected insurer in 
accordance with the provisions of this 
Article. When the Liquidator shall 
have taken possession of such cor
poration or other entity he shall col
lect a liquidation fee as in the case 
of insurers. The term 'insurer' as 
used in this Article shall then be 
interpreted to include such other 
corporation or entity. 

"Sec. 24. Continuation of Existing 
Proceedings. 
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"Every proceeding heretofore com
menced under the provisions of this 
Article prior to its amendment by 
this Act and under the provisions of 
this Article prior to its amendment 
by the Acts of the 54th Legislature, 
Chapter 267, page 737, shall be 
deemed to have been commenced un
der this Article for the purpose of 
conducting such proceedings hence
forth; provided, however, that sub
stantive rights already vested prior 
to the effective date of this Act shall 
not be diminished. 

"Sec. 25. Conflicts of Law. 
"In the event of conflict between 

the provisions of this Article and the 
provisions of any existing law, the 
provisions of this Article shall pre
vail. and all laws, or parts of law, in 
conflict with the provisions of this 
Article, are hereby repealed to the 
extent of such conflict." 

Sec. 2. This Act shall be liberally 
construed to effectuate its purpose. 

Sec. 3. If any section or portion of 
any section of this Act shall for any 
reason be declared invalid by a court 
of competent jurisdiction, such adju
dication shall not affect the validity 
of any other section or portion of 
section of this Act. 

Sec. 4. The fact that the present 
laws covering the subject material 
of this Act are inadequate, creates an 
emergency, and an imperative public 
necessity that the Constitutional Rule 
requiring bills to be read in each 
House on three several days, and the 
Constitutional Rule requiring bills to 
take effect and go into force ninety 
days after adjournment of the ses
sion, be suspended, and said Rules are 
hereby suspended, and this Act shall 
take effect and be in force from and 
after its passage, and it is so enacted. 

The committee amendment was 
read. 

(Senator Aikin in the Chair.) 

Senator Lane offered the following 
amendment to the committee amend
ment: 

Amend Senate Bill No. 97, as 
amended by Committee Amendment 
No. 1, by striking out Section 1 of 
said Committee Amendment and in
serting in lieu thereof the following: 

"Section 1. That Article 21.28, of 
the Insurance Code, 1951, as amend
ed, be amended to be and read as 
follows: 

"Article 21.28. Liquidation and Re
habilitation of Insurers. 

Section 1. Definitions. For the pur
poses of this Article: 

"(a) 'Insurer' means and includes 
capital stock companies, reciprocal or 
interinsurance exchanges, Lloyds' as
sociations, fraternal benefit societies, 
mutual and mutual assessment com
panies of all kinds and types, state
wide assessment associations, local 
mutual aids, burial associations, coun
ty and farm mutual associations, fi
delity, guaranty and surety com
panies, trust companies organized un
der the provisions of Chapter 7 of the 
Texas Insurance Code of 1951, and 
all other organizations, corporations, 
or persons transacting an insurance 
business, or are in the process of 
organization for the purposes of or 
intending to do such business, unless 
by statute specifically be naming this 
Article, exempted from the operation 
of this Article. 

"(b) 'Delinquency proceeding' 
means any proceeding commenced by 
the Board of Insurance Commission
ers of the State of Texas for the pur
pose of liquidating, rehabilitating, or 
conserving the assets of an insurer 
and any proceeding commenced by 
the State for the forfeiture of the 
charter of an insurer. 

" (c) 'Assets' means all property, 
real or personal, whether specifically 
mortgaged, pledged, deposited, or oth
erwise encumbered for the security 
or benefit of specified persons, or a 
limited class or classes of persons. 
The word 'assets,' as used in this Ar
ticle, includes all deposits and funds 
of a special or trust nature. 

" (d) 'Liquidator' means the person 
designated by the Board of Insurance 
Liquidation as liquidator, rehabilita
tor, or conservator of all insurers. 

" (e) 'Board' means the Board of 
Insurance Commissioners of the State 
of Texas. 

"(f) 'Court,' unless the same clear
ly appears to the contrary from the 
text of this Article, means the court 
in which the delinquency proceeding 
is pending. 

"(g) 'Liquidation Division' shall 
refer to the Liquidator and his per
manent staff. 

"Sec. 2. General Procedures. 
"(a) Liquidator taking Possession. 

Whenever the Board finds that 
grounds for rehabilitation, conserva
tion or liquidation of an insurer exists 
and that it is to the best interests 
of the creditors and policyholders of 
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such insurer that the insurer be re
habilitated, conserved, or liquidated, 
the Board shall direct the Liquidator 
to take possession of the affairs of 
such insurer. A copy of the order of 
the Board directing the Liquidator to 
take possession of an insurer shall be 
filed in the District Court of Travis 
County, Texas, as an original pro
ceeding, and such court shall be con
sidered the court in which delinquency 
proceedings are pending. 

Before the Board issues its order 
directing the Liquidator to take pos
session of an insurer, he shall notify 
such insurer of the facts which make 
necessary the appointment of the Li
quidator. If the insurer fails or re
fuses to file with the Board, within 
ten ( 10) days from the date of the 
Board's official notice, satisfactory 
evidence that the matters complained 
of have been cured to the satisfaction 
of the Board, the Board shall direct 
the Liquidator to take possession of 
the affairs of such insurer. Immedi
ately upon notification by the Board 
of the facts which make necessary the 
appointment of the Liquidator, the 
Board may direct the Liquidator or 
some other employee of the Board to 
preserve the affairs of such insurer 
pending the order directing the Li
quidator to take possession, and 
thereafter, until the Board shall di
rect the Liquidator to take pos
session of the affairs of such insurer 
for the purpose of reljahilitation, con
servation or liquidation or the in
surer has produced satisfactory proof 
of its compliance with the matters ob
jected to by the Board, none of the 
assets, funds or properties of such 
insurer shall be expended without the 
prior approval of the Liquidator or 
such other designated employee of the 
Board. The insurer may, if it so de
sires, file with the Board a state
ment that it does not intend to com
ply with the notice of the Board to 
show cause and upon the receipt of 
such notice the Board may then di
rect the Liquidator to take possession 
for the purpose of rehabilitation, con
servation or liquidation as the facts 
may require, and thereupon the order 
of the Board directing the Liquidator 
to take possession of such insurer for 
the purpose of rehabilitation, conser
vation or liquidation shall be appeal
able as provided in Subsection (h) of 
Sec. 2 of this Article and not other
wise. The order directing the Liqui
dator or some other employee of the 
Board to take possession of the af-

fairs of an insurer for the purpose 
of preserving the assets pending the 
order of the Board directing the Li
quidator to take possession for the 
purpose of rehabilitation, conserva
tion or liquidation shall not be ap
pealable. 

"(b) Exclusive Method of Liquida
tion, Rehabilitation, and Conserva
tion. The methods of liquidation, re
habilitation, and conservation, as pro
vided for in this Article shall be ex
clusive and no insurer shall make an 
assignment for the benefit of credi
tors, nor shall any court appoint a 
Receiver for any insurer. Whenever 
a court of this State finds that the 
affairs of an insurer are in such con
dition that would justify the ap
pointment of a Receiver except for 
the foregoing prohibition, the Court 
shall direct the Liquidator to take 
possession of the affairs of such in
surer and the Liquidator shall com
mence conducting the affairs of such 
insurer pursuant to the provisions of 
this Article. 

"(c) Voluntary Liquidation. A sol
vent insurer may be closed and liqui
dated upon the written consent or 
vote of the owners of two-thirds 
(2/3) of its capital, which consent, 
or the resolution adopted by the stock
holders shall specify the date when 
such insurer is to be closed, and shall 
designate one or more individuals to 
act as the liquidating agent, who 
shall conduct the liquidation under 
the supervision of the Board of Di
rectors, after giving suitable bond as 
prescribed by said Board of Directors 
and approved by the Board of In
surance Commissioners. Prior to the 
closing of such insurer, the Directors 
shall file with the Board of Insurance 
Commissioners a transcript of the 
proceedings authorizing the closing 
of the insurer. Notice to its policy
holdei·s and creditors to present their 
claims shall be published once a week 
for thirteen ( 13) weeks, beginning 
within ten (10) days after the clos
ing of the insurer, in two (2) news
papers printed within this State 
which have a general circulation in 
this State. Upon presentment of law
ful claims, the insurer shall pay its 
policyholders and creditors. The li
quidating agent shall make a written 
report to the stockholders at each 
annual meeting, a copy of which, 
signed and sworn to by the liquidat
ing agent, shall be filed with the 
Board of Insurance Commissioners. 
The stockholders at any regular or 
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special meeting may remove the liqui
dating agent and name a succes~or. 
The Board of Insurance CommiSsiOn
ers may from time to time exami~e 
the liquidating insurer and. may, If 
the policyholders and creditors are 
not paid upon presentment of their 
lawful claims, or if, prior to the 
payment of all policyholders and 
creditors, the Board finds any con
dition which would authorize the li
quidation, rehabilitation or conserva
tion of the insurer we1·e it not in 
voluntary liquidation, direct the Liqui
dator to take possession of the 
assets and liquidate the same in 
the manner herein provided for 
the involuntary rehabilitation, con
servation, or liquidation of insur
ers. Upon the expiration of six (6) 
months from the first publication 
of notice as above provided, the in
surer shall file with the Board of 
Insurance Commissioners an affidavit 
sworn to by a majority of the quali
fied directors stating that all policy
holders and creditors who have pre
sented their claims, giving their ad
dresses as shown by the books of the 
insurer and the amounts respectively 
due each. Such affidavit shall be ac
companied by a publisher's certificate 
showing publication of notice as above 
provided, and by a sum equal to the 
aggregate amount due the nonclaim
ing policyholders and creditors. The 
Board of Insurance Commissioners 
shall hold such money for the benefit 
of said policyholders and creditors in 
the manner provided in Subsections 
(e) and (f) of Section 8 of this Ar
ticle. At any time after the filing of 
such affidavit, the Board of Directors 
may distribute the remaining assets 
among the shareholders in proportion 
to their ownership of stock in the 
insurer and shall thereafter file with 
the Board of Insurance Commission
ers an affidavit sworn to by a major
ity of the qualified Directors showing 
such distribution. The filing of such 
affidavit and the approval thereof by 
the Board of Insurance Commission
ers shall have the effect of canceling 
the charter of the insurer without the 
necessity of any judicial action. No 
insurer which has been closed pur
suant to the provisions of this sub
section shall resume business or re
open without the proper written con
sent of the Board of Insurance Com
missioners. 

" (d) Grounds for Rehabilitation: 
The Board may direct the rehabilita
tion of an insurer upon any one or 

more of the following grounds: that 
such insurer (1) is insolvent; or (2) 
has refused to submit its books, pa
pers, accounts or affairs to the rea
sonable inspection of the Board or 
its examiners; or (3) has failed or 
refused to make good an impairment 
of capital or surplus as required by 
law; or (4) has, by contract of rein
surance or otherwise, transferred or 
attempted to transfer substantially 
its entire property or business or 
entered into any transaction the effect 
of which is to merge substantially 
its entire property or business in 
the property or business of any other 
corpo1·ation, association, society, or
der, firm, or individual, without hav
ing first obtained the written ap
proval of the Board; or (5) is found 
to be in such condition by the Board 
that its further transaction of busi
ness will be hazardous to its policy
holders or its creditors; or (6) has 
willfully violated its charter or any 
of the provisions of the laws of this 
State; or (7) retains after notice from 
the Board an officer, agent or em
ployee who has refused to be exam
ined under oath, concerning its af
fairs; or (8) has ceased to do the 
business of insurance for a period of 
one (1) year; or (9) has commenced 
,·oluntary liquidation or dissolution, 
or attempts to commence or prose
cute any action or proceeding to 
liquidate its business or affairs, or 
to dissolve its corporate charter, or 
to procure the appointment of a re
ceiver, trustee, custodian or seques
tJ·ator under any law except this Ar
ticle; or (10) has been the subject 
of an application for the appointment 
of a receiver, trustee, custodian, or 
sequestrator of the insurer or its 
property, or if a receiver, trustee, 
custodian, or sequestrator is appoint
ed by a federal court, or if such ap
pointment is imminent; or (11) has 
consented to an order for the ap
pointment of a receiver, trustee, cus
todian or sequestrator through a ma
jority of its directors, stockholders, 
or members, or (12) has not organ
ized or completed its organization and 
obtained a license or certificate au
thorizing it to commence the doing 
of an insurance business within one 
(1) year from the date of its incor
poration; or (13) is found to be in 
such condition by the Board as re
quires the appointment of a conser
vator under the provisions of this 
Code; or ( 14) has failed or refused 
to take such steps under the provi-
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sions of Article 1.14 of this Code as 
may be necessary to remove from of
fice any officer or director whom the 
Board has found not worthy of public 
confidence; or ( 16) hae had ita char
ter canceled. 

"(e) Order of Rehabilitation. (1) An 
order to rehabilitate shall direct the 
~iquidator forthwith to take posses
SIOn of the property of such insurer 
and to conduct the business thereof, 
and to take such steps toward the 
removal of the causes and conditions 
which have made such proceeding 
necessary. ( 2) If at any time the 
Liquidator shall deem that further 
efforts to rehabilitate such insurer 
would be futile, he shall make such 
fact known to the Board, and the 
Board may then direct that such in
surer be liquidated if grounds for 
liquidation exist. The order of the 
Board directing liquidation shall be 
filed with the court and the order of 
the Board may be appealed in the 
same manner as though the Board 
had directed the liquidation of such 
insurer initially under this Article. 
(3) The Liquidator or the insurer, 
acting through its Board of Directors, 
at any time may apply to the Board 
for an order terminating any rehabil
itation proceeding, and permitting 
such insurer to resume possession of 
its property and the conduct of its 
business. The insurer may appeal the 
order of the Board denying such ter
mination to the court. No order ter
minating the rehabilitation shall be 
granted until it shall have been de
term_ined that the purposes of the pro
ceedmg have been fully accomplished. 

"(f) 'Grounds for Liquidation.' The 
Board may direct the liquidation of 
an insurer upon any one or more of 
the grounds specified in Subdivisions 
(1), (3), (5), (8), (9), (10), (12), 
(15) of Subsection (d) of Section 2, 
of this Article. 

"(g) 'Order of Liquidation; Rights 
and Liabilities.' (1) An order to 
liquidate the business of an insurer 
shall direct the liquidator and his 
successors in office forthwith to take 
possession of the nroperty of such in
surer and to liquidate the business of 
the same and to deal with the prop
erty and business of such insurer in 
his own name. (2) The liquidator and 
his successors in office shall be vested 
by operation of law with the title to 
all property, contracts and rights of 
action of such insurer as of the date 
of the entry of an order directing the 

liquidation of such insurer. The rights 
and liabilities of any such insurer and 
of its creditors, policyholders, stock
holders, members and all other per
sons interested in its estate shall be 
fixed as of the date of the entry of 
the order directing the liquidation 
of such insurer. On application by 
the liquidator or an interested party 
within thirty (30) days of the date 
of entry of an order directing the 
liquidation of an insurer, the court 
may upon notice and hearing direct 
such rights and liabilities be fixed 
at such a date as will provide a more 
equitable distribution of the assets. 

"(h) 'Contest of Liquidation or Re
habilitation.' At any time within five 
( 5) days after the Board shall have 
filed the order directing the rehabili
tation, liquidation or conservation of 
an insurer, such insurer, acting 
through its directors, may appeal the 
action of the Board in the District 
Court of Travis County. Said Court, 
or the judge thereof if in vacation, 
may, without notice or hearing, re
strain the Liquidator from liquidating 
the assets of such insurer pending 
hearing on the merits, and shall, in 
that event, instruct the Liquidator to 
hold the assets of such insurer in his 
possession pending final disposition 
of such suit. The Liquidator shall 
thereupon refrain from liquidating 
such assets, provided, however, the 
Liquidator may, with the approval of 
the judge, take such action as may 
be necessary or proper to prevent loss 
or depreciation in the value of the 
assets. The Court shall, as soon as 
possible, hear the suit upon its merits 
and shall enter a judgment enjoining 
the LiQuidator from liquidating or 
rehabilitating or conserving the as
sets of such insurer, or refusing such 
injunction. Appeal shall lie from such 
judgment as in other civil cases, but 
the Liquidator, irrespective of the 
character of judgment entered by the 
trial court or any supersedeas bond 
filed, shall retain possession of the 
assets of such insurer pending final 
disposition on appeal. 

"(i) 'Disposal of Property.' The 
Liquidator may, upon such terms a11d 
conditions as he may deem for the 
best interests of the creditors of an 
insurer under his supervision, (1) 
sell or otherwise dispose of the prop
erty, or any part thereof, of an in
surer under his supervision, and (2) 
sell or compound all doubtful or un
collectible debts, or claims owed by 
or owing to such insurer, including 
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claims based upon an assessment lev
ied against a member of a mutual in
surer, reciprocal exchange, an under
writer at Lloyds, or stockholder. The 
Liquidator shall file with the Clerk 
of the Court a report of such sales, 
disposals, or compromises. Such sales, 
disposals, or compromises shall be
come final at a date not less than five 
(5) days from the date of filing, speci
fied in such report unless a petition 
objecting to such sale, disposal, or 
compromise, be filed in the Court by 
a party interested. Such action shall 
have precedence over all other causes 
on the docket of a different nature. 
The burden shall be upon the party 
objecting to show that the Liquidator 
has abused his discretion in such sale, 
disposal, or compromise. Any party to 
said action may appeal as in other 
civil cases. The Liquidator may, sub
ject to the approval of the Court, 
sell or agree to sell, or offer to sell, 
any assets of such an insurer to such 
of its creditors who may desire to 
participate in the nurchase thereof, 
to be paid for, in all or in part, out 
of dividends payable to such creditors 
and, upon application of the Liquida
tor, the Court may designate repre
sentatives to act for such creditors 
in the purchase, holding and/or man
agement of such assets, and the re
ceiver may, subject to the approval 
of the Court, advance the expense 
of such representatives against the se
curity of the claim of such creditors. 
Notice of any sale, disposal, or com
promise, or any other proposed action 
under this subsection shall be given 
by posting copies of such report or 
application for a period of not less 
than three (3) days at some prom
inent place at the principal office of 
the Liquidator and at the Courthouse 
of Travis County, Texas. 

"(j) Bonds. The Liquidator shall be 
responsible, on his official bond here
inafter provided for, for all assets 
coming into his possession. An inter
ested party may apply to the Court 
for an order requiring an additional 
bond or bonds from said Liquidator, 
any special deputy Liquidator, or oth
er assistant or employee respecting 
the liquidation of a particular insurer. 

"(k) Inventory. An inventory in 
duplicate of the insurer's assets shall 
be prepared forthwith by the Liqui
dator, one of which shall be filed in 
the office of the Board, and one in the 
office of the Clerk of the Court, which 
inventories shall be open to inspection. 

"(1) Depositories. All money col-

lected by the Liquidator shall be 
forthwith deposited in any bank or 
banks in this State which are mem
bers of the Federal Deposit Insur
ance Corporation or any building and 
loan association doing business in this 
State, and which are members of the 
Federal Savings and Loan Insurance 
Corporation. The funds collected or 
realized from the assets of each in
surer shall be kept separate and apart 
from all other funds. Whenever any 
account in any such bank exceeds the 
amount insured by said Federal De
posit Insurance Corporation, or if in 
a building and loan association, ex
ceeds the maximum amount insured 
by the Federal Savings and Loan In
surance Corporation, the Liquidator is 
hereby authorized and directed to 
make such contracts and require such 
security as he may deem proper for 
the safeguarding of such deposit upon 
the approval of the Board of Insur
ance Liquidation. 

"Sec. 3. Claims. 
"(a) Time for Filing. Where liqui

dation of an insurer has been directed 
all persons who may have claims 
against such insurer shall present 
proof of the same to the Liquidator 
at a place specified by the Liquidator 
within one hundred eighty (180) days 
after the entry of an order of liquida
tion. The Liquit!ator shall notify all 
persons who may have claims against 
such insurer as disclosed by its books 
and records to present proof of the 
same to him wi';hin said one hundred 
eighty ( 180) days. Such notice may 
be given by ordinary mdl. 

"(b) Late Filing. Claims filed sub
sequent to the expiration of said one 
hundred eighty (180) days but prior 
to the expiration of one (1) year 
after the entry of an order of liquida
tion may participate only in future 
dividends. Claims which are not filed 
within the expiration of such one
year period shall not participate in 
any distribution of th~ assets by the 
Liquidator. 

"(c) Proof Necessary. A proof of 
claims shall consist of a written state
ment under oath signed by the claim
ant, setting forth the claim, the con
sideration therefor, and whether any, 
and if so, what securities are held 
therefor, and any right of priority of 
payment or other specific rights as
serted by the claimant, and whether 
any, and if so, what payments have 
been made thereon, and such other 
matters as may be required by the 
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Liquidator, and that the sum claimed 
is justly owing from the insurer to 
the claimant. Whenever a claim is 
founded upon an instrument in writ
ing, such instrument, unless lost or 
destroyed, shall be filed with the proof 
of claim. After filing of such instru
ment, the Liquidator may, in his dis
cretion, permit the claimant to sub
stitute a true copy of such instru
ment, until the final disposition of the 
claim. If such instrument is lost or 
destroyed, a statement of such fact 
and of the circumstances of such loss 
or destruction shall be filed under 
oath with the claim. 

"(d) Contingent Claims. No contin
gent claim shall share in a distribu
tion of the assets of an insurer in 
liquidation except that such claim 
shall be considered if properly pre
sented, and may be allowed to share 
where ( 1) such claim becomes abso
lute against the insurer on or before 
the last day fixed for filing of proof 
of claims against the assets of such 
insurer, or (2) there is a surplus and 
the liquidation is thereafter conducted 
upon the basis that such insurer is 
solvent. For the purposes of this Ar
ticle, 'contingent clain1s' means a 
claim for which the right of action is 
dependent upon the occurrence or 
nonoccurence of some future event 
which may or may not happen. 

"(e) Third Party Claims. Where a 
liquidation order has been entered in 
a nroceeding against an insurer any 
person who has a cause of action 
against an insured of such insurer 
under a liability insurance policy is
sued by such insurer, shall have the 
right to file a claim with the Liquida
tor, regardless of the fact that such 
claim may be contingent, and such 
claim may be approved ( 1) if it may 
be reasonably inferred from the proof 
presented upon such claim that such 
person would be able to obtain a judg
ment upon such cause of action 
against such insured; and (2) if such 
persons shall furnish suitable proof 
that no further valid claims against 
such insurer arising out of his cause 
of action other than those already 
presented can be made; and (3) if 
the total liability of such insurer to 
all claimants arising out of the same 
act of its insured shall be no greater 
than its total liability would be were 
it not in liquidation. No judgment 
against an insured taken after the 
date of the entry of the order of 
liquidation shall be considered in the 

liquidation proceeding as evidence of 
liability, or of the amount of dam
ages, and no judgment against an 
insured taken by default or by collu
sion prior to the comencement of the 
liquidation proceedings shall be con
sidered as conclusive evidence in the 
proceeding, either of the liability of 
such insured to such person upon 
such cause of action, or of the amount 
of damages to which such person is 
therein entitled. 

"(f) Offsets. In all cases of mutual 
debts or mutual credits between the 
insurer and another person in con
nection with any claim or proceeding 
under this Article, such credits and 
debts shall be set off and the balance 
only shall be allowed or paid, except 
as provided in subsection (g) of this 
section. 

"(g) No Offsets. No offsets shall 
be allowed in favor of any person, 
however, where (1) the obligation of 
the insurer to such person would not 
at the date of the entry of the order 
of liquidation or as otherwise pro
vided in Section 2 (b) entitle him to 
share as a claimant in the assets of 
such insurer, or (2) the obligation of 
the insurer to such person was pur
chased by or transferred to such per
son subsequent to the entry of the 
liquidation order or with a view of 
its being used as an offset, or (3) the 
obligation of such person is to pay 
an assessment levied against the 
members of a mutual insurer, or re
ciprocal exchange, or underwriters at 
Lloyds, or to pay a balance upon a 
subscription to the capital stock of a 
stock insurance corporation, or ( 4) 
the obligation of such person is as a 
trustee or fiduciary. 

"(h) Action on Claims. The Liqui
dator shall have the discretion to ap
prove or reject any claim filed against 
the insurer. Objections to any claim 
not rejected may be made by any 
party interested, by filine: the objec
tions in the Court within ten (10) 
days after the approval of such claim 
by the Liquidator. The Court shall 
determine the propriety of the Liqui
dator's action after notice and hear
ing and shall enter such order as is 
appropriate in the premises. Upon 
the rejection of each claim, either in 
whole or in part, the Liquidator shall 
notify the claimant of such rejection 
by written notice. Action upon a claim 
so rejected must be brought in the 
court in which the delinquency pro
ceeding is pending within ninety (90) 
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days after the service of notice; oth
erwise, the action of the Liquidator 
shall be final and not subject to re
view. Such action shall be de novo 
as if originally filed in said court and 
subject to the rules of procedure and 
appeal applicable to civil cases. 

"Sec. 4. Actions. 
"(a) Injunctions. Upon an applica

tion by the Liquidator or the Attor
ney General, the court in which the 
delinquency proceeding is pending 
may, with or without notice, issue an 
injunction restraining the insurer 
named in the order, its officers, direc
tors, stockholders, members, trustees, 
agents, servants, employees, policy
holders, attorneys, managers, attor
ney-in-fact, associate, deputy, substi
tute attorneys-in-fact, and all other 
persons from the transaction of its 
business or the waste or disposition 
of its property, or requiring the de
livery of its property and/ or assets 
to the Liquidator subject to the fur
ther order of the Court. 

"(b) Other Orders. Such Court 
may at any time during a proceeding 
under this Article issue such other 
injunctions or orders as may be 
deemed necessary to prevent inter
ference with the Liquidator or the 
proceeding, or waste of the assets of 
the insurer, or the commencement or 
prosecution of any actions, or the 
obtaining of preferences, judgments, 
attachments, garnishments, or other 
liens, or the making of any levy 
against the insurer or agains~ its as
sets or any part thereof. 

"(c) No Preferences. Any claim, 
judgment, lien or preference against 
the insurer or its Liquidator obtained, 
after the date of commencement of 
delinquency proceedings, in deroga
tion of the terms of any such injunc
tion or order of the Court may be 
denied by the Liquidator until proof 
of the justness of such claim, judg
ment, lien, preference or demand is 
made before and approved by the 
court. 

" (d) Pending Lawsuits. No judg
ment or order rendered by any court 
of this State in any action pending 
by or against the delinquent insurer 
after the commencement of delin
quency proceedings shall be binding 
upon the Liquidator or the insurer 
unless the Liquidator shall have been 
made a party to such suit. 

"(e) One Year Extension. The 
Liquidator shall not be required to 
plead to any suit in which he may be 

a proper party plaintiff or defendant, 
in any of the courts in this State un
til one (1) year after the date of the 
order directing liquidation of an in
surer. 

"(f) New Lawsuits. The court of 
competent jurisdiction of the county 
in which the delinquency proceedings 
are pending under this Article shall 
have venue to hear and determine all 
actions or proceedings instituted aft
er the commencement of delinquency 
proceedings by or against the insurer 
or Liquidator. 

"(g) The provisions of Articles 
2310 and 2311 of the Revised Civil 
Statutes of Texas of 1925, as amend
ed, shall not apply to insurers being 
administered under this Article. 

"Sec. 5. Voidable Transfers. 
"(a) Transfers or liens voidable. 

Any transfer of or lien upon the 
property or assets of an insurer 
which is made or created within four 
(4) months prior to the order direct
ing the Liquidator to take possession 
of an insurer, with the intent of giv
ing to any creditor or enabling him 
to obtain a greater percentage of his 
debt than of any other creditor of the 
same class, and which is accepted by 
such creditor, having reasonable cause 
to believe that such preference will 
occur, shall be voidable. 

"(b) Personal Liability. Every di
rector, officer, agent, employee, stock
holder, member, attorney-in-fact, as
sociate, substitute or deputy attorney
in-fact, underwriter, subscriber, and 
any other person acting on behalf of 
such insurer, who shall be concerned 
in any such prohibited act or deed, 
and every person receiving thereby 
property of such insurer, or the bene
fit thereof, shall be personally liable 
therefor, and shall be bound to ac
count to the Liquidator for the bene
fit of the creditors of the insurer. 

"(c) Avoiding and Recovery. The 
Liquidator in any p1·oceeding under 
this Article, may avoid any transfer 
of, or lien upon the property or as
sets of an insurer which any creditor, 
stockholder or member of such in
surer might have avoided, and may 
recover the property so transferred 
or its value from the person to whom 
it was transferred, unless he was a 
bona fide holder for value prior to the 
date of the commencement of pro
ceedings under this Article. Such 
property or its value may be recov
ered from anyone who has received 
it, except a bona fide holder for value 
as above specified. 
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"Sec. 6. Priority of Claims for 
Wages. All wages actually owed to 
employees of an insurer a.lt&inat 
whom an order of liquidation has 
been entered, for services rendered 
within three ( 3) months prior to the 
filing of such order of liquidation 
not exceeding Three Hundred Dol~ 
Iars ($300) to each employee, shall be 
paid prior to the payment of every 
other debt or claim, and in the dis
cretion of the Liquidator may be 
paid as soon as practicable after the 
proceeding has been commenced, ex
cept that at all times there shall be 
reserved such funds as will be suffi
cient for the expenses of administra
tion of the estate. 

"Sec. 7. Assessments. 
"(a) Application. Within four (4) 

years from the date of an order of 
rehabilitation, conservation or liqui
dation, of a domestic insurer, the 
Liquidator may make an application 
to the Court to levy an assessment 
against the members of a mutual in
surer, or the underwriters or mem
bers of a reciprocal exchange, or the 
underwriters at Lloyds or the hold
ers of stock on which there is an un
paid subscription contract. Such ap
plication shall set forth the reason
able value of the assets of such in
surer, its probable liabilities, and the 
probable necessary assessment, if 
any, to pay all possible claims and 
expenses in full, including expenses 
of administration and collection. 

"(b) Levy. Upon such notice as 
may be designated by the court, the 
court shall proceed to consider such 
report and may levy one or more as
sessments. Such assessment or as
sessments shall cover the excess of 
the probable liabilities over the rea
sonable value of the assets, together 
with the estimated cost of collection 
and percentage of uncollectibility 
thereof. No such assessment shall be 
levied against any member or sub
scriber with respect to any policy 
which contains a nonassessable or 
noncontingent liability provision or 
provisions and which has been issued 
under authority granted by the 
Board. 

" (c) Collection. After the entry of 
such an order of assessment and the 
expiration of the time for appeal, the 
Liquidator shall proceed to collect 
such assessments, and for the pur
pose of such collection may bring suit 
for the same in any court of compe
tent jurisdiction in the county in 
which such delinquency proceeding is 
pending. 

"(d) Provisions Cumulative. The 

C
rovisions of this Section are cumu
ative of any other remedies for the 

levy and collection of assessments. 
"Sec. 8. Distribution of Assets. 
"(a) Payments to Creditors. At 

such time or times as may be ap
propriate, the Liquidator shall tlle 
with the Clerk of the Court lists of 
approved claims showing the names 
of the elaimants and the amount of 
such claims. The Liquidator shall, at 
such times as the affairs of an insur
er permit, declare dividends. He shall 
file with the Clerk of the Court sched
ules showing the names of the dis
tributees and the amount of the dis
tributions. Ten (10) days after tlling 
such report the Liquidator may pay 
such proposed dividends in the ab
sence of any objection filed by an in
terested party with the court. 

"(b) Interest. Interest shall not ac
crue on any claim subsequent to the 
date of the entry of the order of 
liquidation. 

"(c) Foreign Claimants. If any 
claimant of another state or foreign 
country shall be entitled to or shall 
receive a dividend upon his claim out 
of a statutory deposit or the proceeds 
of any bond or other asset located in 
such other state or foreign country, 
then such claimants shall not be en
titled to any further dividend from 
the Liquidator until and unless all 
other claimants of the same class, ir
respective of residence or place of 
the acts or contracts upon which their 
claims are based, shall have received 
an equal dividend upon their claims; 
and after such equalization, such 
claimants shall be entitled to share 
in the distribution of further divi
dends by the Liquidator, along with 
and like all other creditors of the 
same class, wheresoever residing. 

"(d) Setoff by Liquidator. Upon the 
declaration of a dividend, the Liqui
dator shall apply the amount of such 
dividend against any indebtedness 
owed to the insurer by the person en
titled to such dividend. 

"(e) Unclaimed Dividends. Un
claimed dividends on approved claims 
remaining in the Liquidator's hands 
after payment of the final dividend 
shall be delivered to the Board. Such 
funds shall be deposited by the Board 
in trust in a special account to be 
maintained with the State Treasurer. 

"(f) Escheat. On receipt of sat
isfactory written and verified proof 
of ownership within two (2) years 
from the date such funds are so de-
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posited with the State Treasurer, the 
Board shall certify such facts to the 
Comptroller of Public Accounts, who 
shall issue proper warrant therefor 
in favor of the parties respectively 
entitled thereto drawn on the State 
Treasurer. Any such money remain
ing unclaimed with the Board for 
two (2) years shall then escheat to 
the State." 

"Sec. 9. Closing. 
"(a) Exces• Assets-Stock Com

panies. When the Liquidator shall 
have made provision for unclaimed 
dividends and all of the liabilities of 
a stock insurance company, he shall 
call a meeting of the stockholders of 
the insurer by giving notice thereof 
by publishing for three successive 
weeks in two newspapers printed in 
this State which have a general cir
culation in this State, and by written 
notice to the stockholders of record at 
their last known addresses. At such 
meeting the stockholders shall ap
point an agent or agents to take over 
the affairs to continue the liquida
tion for benefit of the stockholders. 
Voting privileges shall be governed 
by the insurer's bylaws. A majority 
of the stock shall be represented at 
the agent's appointment. Such agent 
or agents shall execute and file with 
the court such bond or bonds as shall 
be approved by it, conditioned on the 
faithful performance of all the duties 
of the trust. Under order of the Court 
the Liquidator shall then transfer 
and deliver to such agent or agents 
for continued liquidation under the 
court's supervision all assets of the 
insurer remaining in his hands, 
whereupon the Liquidator and his 
employees shall be discharged from 
any further liability to such insurer 
and its creditors and stockholders; 
provided, however, that nothing here
in contained shall be so construed as 
to permit the insurer to continue in 
business. 

"(b) Excess Assets-Other Com
panies. After the Liquidator shall 
have made provision for unclaimed 
dividends and all of the liabilities of 
any insurer other than a stock insur
ance company, he shall dispose of any 
remaining assets as directed by the 
court. 

"(c) No Limitation. Each delin
quency proceeding prescribed by this 
Article shall be administered con
tinuously hereunder for whatever 
length of time is necessary to ef
fectuate its purposes. No arbitrary 
period prescribed elsewhere by the 

laws of Texas limiting the time for 
the administration of receiverships or 
of corporate affairs generally shall be 
applicable thereto. 

"(d) Reopening. If after the liqui
dation shall have been closed the 
Liquidator shall discover assets not 
known to him prior to the closing, he 
shall report his findings to the court 
and it shall be within the discretion 
of the court as to whether the value 
of the after-discovered assets shall 
justify the reopening of the estate for 
continued liquidation. 

"Sec. 10. Reinsurance. 
"(a) Reinsurer's Liability. If the 

Liquidator has claims under policies 
covered by reinsurance, there shall be 
no diminution of the liability of the 
reinsurer because of the delinquency 
proceeding against the delinquent 
company, regardless of any provi
sions in the reinsurance contract to 
the contrary. 

"(b) Notice to Reinsurers. The 
Liquidator shall give written notice 
to the affected reinsurers of the pend
ency of a claim against the Liquida
tor under a policy covered by the re
insurance within a reasonable time 
after such claim is filed in the liqui
dation proceeding, and during the 
pendency of such claim any affected 
reinsurer may investigate such claim 
and interpose, at its own expense, in 
the proceeding where the claim is to 
be adjusted any defense or defenses 
which it may deem available to in
surer in liquidation or the Liquidator. 
The expenses thus incurred shall be 
chargeable against the insurer in li
quidation as part of the exnense of 
liquidation to the extent of a pro
portionate share of the benefit which 
may accrue to the insurer in liauida
tion solely as a result of the defense 
undertaken by the assuming insurer. 

"(c) Provided, however, that Arti
cle 6.16 of the Insurance Code of 
1951, Acts Regular Sessi.on of the 
Fifty-Second Legislature, 1951, Chap
ter 491, page 868, shall remain in full 
force and effect and shall govern as 
to those insurance companies affected 
thereby. 

"Sec. 11. Evidence in Records. 
" (a) Records Admitted. All books, 

records, documents and papers of any 
delinquent insurer received by the 
Liquidator and held by him in the 
course of the delinquency proceed
ings, or certified copies thereof, un
der the hand and official seal of the 
Liquidator, shall be received in evi
dence in all cases without proof other 
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than the certificate of the Liquidator 
that the same was received from the 
custody of the delinquent insurer or 
found among its effects. 

"(b) Certificates. The Liquidator 
shall have the authority to certify 
to the correctness of any paper, docu
ment or record of his office, including 
those described in (a) of this section, 
and to make certificates certified by 
the Liquidator certifying to any fact 
contained in the papers, documents, 
or records of the Liquidation Divi
sion; and the same shall be received 
in evidence in all cases in which the 
originals would be evidence. 

"(c) Prima-facie Evidence. Such 
original books, records, documents, 
and papers, or certified copies thereof, 
or any part thereof, when received 
in evidence shall be prima-facie evi
dence of the facts disclosed thereby. 

"Sec. 12. Liquidator, Assistants. 
"The Liquidator shall be appointed 

by a majority of the Board of In
surance Liquidation and shall be sub
ject to removal by a majority of said 
Board of Insurance Liquidation, and 
after entering upon the duties of 
said office shall file with the Board of 
Insurance Liquidation a bond in the 
sum of $50,000.00, payable to the 
Board of Insurance Liquidation for 
the benefit of injured parties, con
ditioned upon the faithful perform
ance of the duties of the Liquidator 
and all his assistants and employees, 
and the proper accounting for all 
moneys and properties and assets 
coming into the Liquidator's posses
sion. The Liquidator shall employ all 
personnel necessary for the operation 
of the Liquidation Division. The Li
quidator shall be an official of the 
State of Texas and his employees 
shall be deemed State employees; pro
vided, however, that former em
ployees of insurers under the super
vision of the Liquidator employed by 
the Liquidator on a temporary basis 
shall not be considered State em
ployees. The Liquidator and his em
ployees shall be responsible in the 
performance of their duties to the 
Board of Insurance Liquidation. The 
Liquidator shall file a report with the 
Board of Insurance Commissioners 
and the Court within one year after 
taking charge of an organization, 
and annually thereafter, showing the 
operation, receipts, expenditures, and 
general condition of any such organi
zation. 

"Sec. 13. Board of Insurance Liqui
dation. 

"There is hereby constituted the 
Board of Insurance Liquidation com
posed of tile Attorney General, the 
Comptroller of Public Accounts, and 
the Chairman of the Board of In
surance Commissioners. The Board of 
Insurance Liquidation shall adopt, 
and from time to time amend, budg
ets for the Liquidation Division. The 
Board of Insurance Liquidation shall 
also determine the amount necessary 
and available for the administration 
of the duties of the Attorney General 
under this Article. The Board of In
surance Liquidation is directed, as 
far as is practical, to prescribe the 
budgets herein called for on a fiscal 
year basis beginning on September 
1st of each year and ending on Au
gust 31st of each subsequent year. 
Immediately after the effective date 
of this Act the Board of Insurance 
Liquidation is directed to fix the 
budget for the Liquidation Division 
and determine the amount necessary 
and available for the administration 
of the dtuies of the Attorney General 
under this Article for the balance of 
the fiscal year remaining. Thereafter 
the Board of Insurance Liquidation 
shall, on an annual fiscal year basis, 
fix the budget for the Liquidation 
Division and the amount necessary 
and available for the administration 
of the duties of the Attorney Gen
eral under this Article. The Board 
of Insurance Liquidation may from 
time to time amend the budget of the 
Liquidation Division and the amount 
projected to be spent for the conduct 
of the duties of the Attorney General 
under this Article. The Board of In
surance Liquidation shall select one 
of its members to be chairman. 

"Sec. 14. Maintaining Liquidation. 
"After the effective date of this 

Act, the Liquidator may maintain 
the operations of the Liquidation Di
vision, making such expenditures and 
paying salaries and wages out of the 
assets of insurers pending the initial 
budget. He shall make a full repo1·t 
of such expenditures to the Board of 
Insurance Liquidation. The Board of 
Insurance Liquidation may make 
rules and regulations governing the 
expenditures of funds pending the ef
fective operation of the initial budget. 

"Sec. 15. Reports. 
"The Liquidator shall, from time to 

time, as directed by the Board of 
Insurance Liquidation, submit to the 
Board of Insurance Liquidation a 
full and complete report of the re
ceipts and expenditures of the Li-
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quidation Divis_ion1 a~d the Board 
of Insurance LiqUJdatwn may, from 
time to time examine the financial 
records of the Liquidation Division, 
or cause them to be examined. The 
Attorney General shall, from time to 
time as requested by the Board of 
Insu~·ance Liquidation, submit to such 
Board of Insurance Liquidation a 
full and complete report of the re
ceipts and expenditures of the At
torney General's office in ~onnect.ion 
with his duti~s under this Al-tiCle 
and may from time to time, examine 
the finan'cial records of the Attorney 
General concerning his duty under 
this Article, or cause them to be ex
amined. In addition, the LiquidatiOn 
Division and the Attorney General's 
affairs under this Article shall be 
audited from time to time by the 
State Auditor in the same manner 
as other departments. The Attorney 
General and the Liquidator may re
quest the State Auditor to assist in 
the function of their duties under 
this Article. The Board of Insurance 
Liquidation shall, as of December 31, 
1957, and annually thereafter, re
port to the Governor of the State of 
Texas the receipts and disbursements 
under this Article for each calendar 
year or part thereof; and shall, with
in the first sixty ( 60) days of each 
succeeding Regular Session of the 
Legislature make a report to the ap
propriate committees of the House 
and Senate charged with considering 
legislation pertaining to insurance. 

"Sec. 16. Compensation of Liqui
dato•· and Assistants. 

"The compensation of the Liqui
dator and all the employees of the 
Liquidation Division shall be fixed by 
the Board of Insurance Liquidation. 
The compensation of the Liquidator 
and his employees and the other ex
penses of liquidation shall be paid 
out of the funds of the insurer on 
app1·oval of the Board of Insurance 
Liquidation, and shall be paid from 
the funds of the insurer to which the 
same may be reasonably and equi
tably allocated. 

"Sec. 17. Rules. 
"The Board of Insurance Liquida

tion is authorized to make such rules 
as it may deem necessary goverening 
the method of paying compensation 
and expenses herein provided for. 
The Board of Insurance Liquidation 
may make such other rules governing 
its function and the function of the 
Liquidation Division as may be 
deemed necessary. 

"Sec. 18. Estate of Certain Insur
ers. 

"In the event the Liquidator shall 
find that the liquid funds of an in
surer are not sufficient to pay the 
necessary expenses of liquidation, 
and that there are other assets or 
claims of such insurer which, if re
covered or liquidated, would in his 
judgment provide a reasonably sub
stantial dividend, after expenses of 
liquidation, and that in his judgment 
there is a reasonable probability that 
such assets or claims may be recov
ered or liquidated, and that he is un
able to negotiate an advantageous 
and adequate loan secured by such 
assets or claims, he shall file a state
ment to that effect with the Board 
of Insurance Liquidation. Such state
ment shall also state the amount of 
funds which, in the Liquidator's judg
ment, are reasonably required, in a~
dition to those possessed by the LI
quidator for the benefit of such in
surer, to accomplish the recover:( or 
liquidation of such assets or claims. 
The Board of Insurance Liquidation, 
if it be satisfied that the statement 
of the Liquidator is correct, may then 
in its discretion authorize the pay
ment of such necessary expenses of 
liquidation as it may deem necessary 
from such funds as may be appro
priated by the Legislature for this 
purpose. The Board of Insurance L!
quidation shall allocate the expendi
ture of such funds. In the event the 
Board of Insurance Liquidation de
cides that such expenditures should 
not be made, or the Legislature shall 
not have appropriated funds for such 
a purpose, the Liquidator may close 
out the liquidation of such insurer as 
is herein provided. In the event the 
Liquidator finds that the liquid funds 
of an insurer are not sufficient to pay 
the necessary expenses of liquidation, 
and that the probability of the ac
cumulation of a fund from the liqui
dation or recovery of the other assets 
or claims sufficient to pay a substan
tial dividend to the creditors, after 
expense, would not justify the expense 
of attempting to liquidate or recover 
such claims or assets, he may file a 
statement to that effect with the 
Board of Insurance Liquidation. The 
Board of Insurance Liquidation may 
then, in its discretion, authorize the 
payment of the necessary expen~es of 
closing the liquidation of such msur
er from such funds as may be appro
priated by the Legislature for this 
purpose. Thereafter the Liquidator 
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may close the liquidation of aueh in
surer as is herein provided. When 
the Liquidator shall elect to close out 
the liquidation of an inaurer under 
the provisions of tliis Section, he 
shall file with the court a statement 
to that effect, setting forth the facts 
which require such closing. He shall 
also file a report of hia activities in 
the liquidation of such insurer and 
a final accounting. If there be no 
o~je~tion filed by an interested party 
w1thm ten ( 10) days of filing such 
statement, report and final account 
and the court is satisfied that tb~ 
Liquidator has properly accounted for 
all of the assets of such insurer 
coming into his hands, the Liquida
tor and his employees shall be dis
charged from any further liability to 
such insurer and its creditors and 
stockholders. The court may there
upon enter such order as it may 
deem necessary for the disposition 
of any of the remaining assets. In 
the event moneys appropriated by 
the Legislature are spent for the li
quidation of an insurer under the 
pr!lvisic.ms of this Section, a first and 
pr1or hen on the assets of such in
surer shall then exist in behalf of 
the State, and any funds then on 
hand or thereafter received by the 
Liquidator, and which are not re
quir!!d .for. the payment of expenses 
of hqu1datlon of such insurer shall 
be paid to the General Revenu~ Fund 
to the extent of the expenditure of 
appropriated moneys. 

"Sec. 19. Attorney General 
"(a) Legal c. msel. The Attorney 

General shall be the legal counsel for 
the Liquidator in the administration 
of the affairs of the estates of insur
ers. The Attorney General may utilize 
Assistant Attorneys General and em
ploy additional Assistant Attorneys 
General. The Attorney General is also 
authorized to employ stenographers 
and investigutors to assist in the con
duct of the duties of the Attorney 
General under this Article. The At
torney General shall, upon the effec
tive date of this Act, consider for 
the purposes hereinafter set forth ex
isting contracts and employments of 
attorneys, not permanent members of 
the Liquidator's legal staff, arising 
out of the affairs of insurers in de
linquency proceedings at the effective 
date of this Act. The Attorney Gen
eral may, as in his judgment appears 
to be to the best interest of estates of 
insurers and the economy of effort in 
the handling of the legal affairs of 

delinquent insurers, cancel or modify 
such contracts or employments, or al
low such cont·acts and employments 
to be carried to a conclusion. The At
torney General may not extend or en
large such contracts or employments; 
provided, however, that such con
tracts or employments may be en
larged or extended so long as the ex
tended or enlarged services are to be 
compensated solely out of funds col
lected by such attorney as a result of 
his activities under the extended or 
enlarged portion of such contract or 
employment. The Attorney General 
shall maintain supervision and con
trol of all legal matters handled by 
attorneys under contract. The Attor
ney General may also employ legal 
counsel, subject to the supervision of 
the Attorney General, to be paid on 
a contingent fee basis out of the 
funds collected by such counsel, the 
amount of such contingent fee to be 
fixed by the Attorney General subject 
to the approval of the Board of In
surance Liquidation. The Attorney 
General may also employ other attor
neys, subject to -.he supervision of the 
Attorney General, for legal matters 
outside of the State of Texas. The 
amount of compensation for such at
torneys shall be fixed by the Attorney 
General, subject to the approval of 
the Board of Insurance Liquidation. 

"(b) Compensation, Expenses. The 
compensation of Assistant Attorneys 
General, stenographers, and investi
gators, to the extent of their time 
and effort under the provisions of this 
Article, shall be fixed by the Attorney 
General subject to the approval of 
the Board of Insurance Liquidation. 
The compensation of such Assistant 
Attorneys General, stenographers, 
and investigators, and the expenses 
of the Attorney General reasonably 
attributable to his duties under this 
Article, shall be paid from the funds 
of the insurer to which the same may 
be reasonably and equitably allocated. 
The total compensation paid to As
sistant Attorneys General from the 
assets of insurers and moneys aP
propriated by the Legislature shall 
not exceed the amount authorized for 
similar work in the Attorney Gen
eral's office by the then current aP
propriation bill. 

"Sec. 20. Ancillary Delinquency 
Proceedings. 

"Whenever under the laws of this 
State, a custodian or legal represent
ative is to be appointed for an inaurer 
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domiciliary in another state, the 
Board of Insu.rance Commissioners of 
this State shall direct the Liquidator 
to take possession of tl.e affairs of 
such insurer. The Board shall enter 
such order (a) if it finds there are 
sufficient assets of such insurer lo
cated in this State to justify the ap
pointment of the Liquidator, or (b) 
if ten (10) or more persons resident 
in this State, having claims against 
such insurer, file a petition or peti
tions in writing with the Board, re
questing the appointment of the Li
quidator. The Liquidator shall have 
the right to sue for and reduce to pos
session the assets of such insurer in 
this State, and shall have the same 
powers and be subject to the same 
duties with respect to such assets as 
are possessed by the Liquidator in 
the delinquency proceedings of a do
miciliary insurer under the Jaws of 
this State. The remaining provisions 
of this Article shall be applicable to 
the conduct of such ancillary pro
ceedings. 

"Sec. 21. Contracts with Foreign 
Receiver or Liquidator. 

"In cases where a Receiver or Liq
uidator of any delinquent insurer has 
been appointed in some other state, 
and the Liquidator has taken posses
sion of the affairs of such insurer in 
Texas, the Texas Liquidator, either 
domicilary or ancillary, may, under 
the supervision of the Board of In
surance Liquidation, contract with 
the Receiver or Liquidator in such 
other state for the administration of 
the affairs of their respective estates 
in any manner consistent with this 
Article which will enable the respec
tive Receivers or Liquidators to co
ordinate their activities in the inter
est of efficiency and economy. 

"Sec. 22. Borrowing on the Pledge 
of Assets. 

"For the purpose of facilitating the 
rehabilitation, liquidation, conserva
tion or dissolution of an insurer pur
suant to this Article the Liquidator 
may, subject to the approval of the 
Board of Insurance Liquidation, bor
row money and execute, acknowledge 
and deliver notes or other evidences 
of indebtedness therefor and secure 
the repayment of the same by the 
mortgage, pledge, assignment, trans
fer in trust, or other hypothecation 
of any or all of the property whether 
real, personal or mixed of such in
surer, and the Liquidator, subject to 
the approval of the Board of Insur-

ance Liquidation, shall have the pow
er to take any and all other action 
necessary and proper to consummate 
any such loans and to provide for the 
repayment thereof. The Liquidator 
shall be under no obligation person
ally or in his official capacity as Liq
uidator to repay any loan made pur
suant to this section. 

"Sec. 23. Other Entities. 
"Whenever a court shall find that 

the affairs of a corporation or other 
entity, not r.n insurer, requires the 
appointment of a Receiver, and that 
the affairs of such corporation or en
tity are interwoven with the affairs 
of a delinquent insurer to the extent 
that it is not practical to administer 
the affairs of the insurer and such 
other corporation or entity separate
ly, the court may, in its discretion, 
direct the Liquidator to take posses
sion of the affairs of such corporation 
or other entity and administer its af
fairs in conjunction with the affairs 
of such connection insurer in accord
ance with the provisions of this Ar
ticle. When the Liquidator shall have 
taken possession of 'uch corporation 
or other entity the expenses of liqui
dation shall be paid in the same man
ner herein provided in the case of 
insurers. When the Liquidator shall 
have taken possession of such cor
poration or other entity the term 'in
surer' as used in tJ,is Article shall 
then be interpreted to include such 
other corporation or entity. 

"Sec. 24. Continuation of Existing 
Proceedings. 

"Every proceeding heretofore com
menced under the provisions of this 
Article prior to its amendment by this 
Act and under the provisions of this 
Article prior to its amendment by the 
Acts of the 54th Legislature, Chap
ter 267, page 737, shall be deemed to 
have been commenced under this Ar
ticle for the purpose of conducting 
such proceedings henceforth; pro
vided, however, that substantive 
rights already vested prior to the ef
fective date of this Act shall not be 
diminished. 

"Sec. 25. Appeal. 
"Where not otherwise provided in 

this Act, the acts of the Liquidator 
relative to the affairs of an insurer 
shall be subject to appeal in the Dis
trict Court of Travis County, Texas, 
by an interested party." 

"Sec. 26. Conflicts of Law. 
"In the event of conflict between 

the provisions of this Article and the 
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provisions of any existing law, the 
provisions of this Article shall pre
vail, and all laws, or parts of laws, 
in conflict with the provisions of this 
Article, are hereby repealed to the 
extent of such conflict." 

The amendment to the committee 
amendment was adopted. 

The committee amendment as 
amended was then adopted. 

On motion of Senator Lane and 
by unanimous consent the caption 
was amended to conform to the body 
of the bill as amended. 

The bill as amended was passed 
to engrossment. 

Senate Bill 97 on Third Reading 

Senator Lane moved that the Con
stitutional rule requiring bills to be 
read on three several days be sus
pended and that Senate Bill No. 97 be 
placed on its third reading and final 
passage. 

The motion prevailed by the follow
ing vote: 

Aikin 
Ashley 
Bradshaw 
Fly 
Gonzalez 
Hardeman 
Hazlewood 
Herring 
Hudson 
Kazen 
Krueger 
Lane 
Lock 

Bracewell 
Fuller 

Yeas-26 

Martin 
Moffett 
Moore 
Owen 
Parkhouse 
Phillips 
Ratliff 
Reagan 
Secrest 
Smith 
Weinert 
Willis 
Wood 

Absent 

Roberts 
Rogers 

Absent-Excused 

Colson 

The Presiding Officer then laid the 
bill before the Senate on its third 
reading and final passage. 

The bill was read third time and 
was passed by the following vote: 

Aikin 
Ashley 

Yeas-29 

Bracewell 
Bradshaw 

Fly 
Fuller 
Gonzalez 
Hardeman 
Hazlewood 
Herring 
Hudson 
Kazen 
Krueger 
Lane 
Lock 
Martin 
Moffett 

Rogers 

Moore 
Owen 
Parkhouse 
Phillips 
Ratliff 
Reagan 
Roberts 
Secrest 
Smith 
Weinert 
Willis 
Wood 

Absent 

Absent-Excused 

Colson 

Report of Standing Committee 

Senator Parkhouse by unanimous 
consent submitted the following re
port: 

Austin, Texas, 
April 23, 1957. 

Hon. Ben Ramsey, President of the 
Senate. 
Sir: We, your Committee on Water 

and Conservation, to whom was re
ferred H. B. No. 284, have had the 
same under consideration, and we are 
instructed to report it back to the 
Senate with the recommendation that 
it do pass and be not printed. 

PARKHOUSE, Chairman. 

House Bill 284 Ordered Not Printed 

On motion of Senator Phillips and 
by unanimous consent H. B. No. 284 
was ordered not printed. 

Minority Report on Bouse Bill 187 

Senator Lock submitted the follow
ing Minority Report on H. B. No. 187: 

April 23, 1957. 
We, the undersigned members of 

the Senate Transportation Committee, 
hereby give notice under Senate Rule 
110 of a favorable Minority Report 
on House Bill 187. 

We report House Bill 187 to the 
Senate with the recommendation that 
it do pass and be printed. Within the 
required ten (10) days a motion will 
be made to substitute this Minority 
Report for the Majority Report. 

We were present at the Committee 
hearing at which this bill was acted 
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upon unfavorably and voted on the 
minority side. 

LANE 
WEINERT 
LOCK 
ROGERS 
AIKIN 

Reports of Standing Committee 

Senator Willis by unanimous con
sent submithted the following reports: 

Austin, Texas, 
April 23, 1957. 

Hon. Ben Ramsey, President of the 
Senate. 
Sir: We, your Committee on Educa

tion, to whom was referred S. B. No. 
456, have had the same under con
sideration, and we are instructed to 
report it back to the Senate with the 
recommendation that it do pass and 
be printed. 

WILLIS, Chairman. 

Austin, Texas, 
April 23, 1957. 

Hon. Ben Ramsey, President of the 
Senate. 
Sir: We, your Committee on Educa

tion, to whom was referred H. B. No. 
260, have had the same under con
sideration, and we are instructed to 
report it back to the Senate with the 
1·ecommendation that it do pass and 
be printed. 

WILLIS, Chairman. 

Austin, Texas, 
April 23, 1957. 

Hon. Ben Ramsey, President of the 
Senate. 
Sir: We, your Committee on Educa

tion, to whom was referred H. B. No. 
551, have had the same under con
sideration, and we are instructed to 
report it back to the Senate with the 
recommendation that it do pass and 
be printed. 

WILLIS, Chairman. 

Austin, Texas, 
April 23, 1957. 

Hon. Ben Ramsey, President of the 
Senate. 
Sir: We, your Committee on Educa

tion, to whom was referred H. B. No. 
253. have had the same under con
sideration, and we are instructed to 
report it back to the Senate with the 
recommendation that it do pass and 
be printed. 

WILLIS, Chairman. 

Senate Concurrent Resolution 71 

Senator Martin offered the follow
ing resolution: 

S. C. R. No. 71, Suspending Joint 
Rules to consider Senate Bills on 
Local and Uncontested Calendar. 

Be it resolved, by the Senate of 
Texas, the House of Representatives 
concurring, That the Joint Rules of 
the two Houses be and they are here
by suspended, so that the Senate and 
the House may take up and consider 
Senate Bills on local and uncontested 
calendar on April 24, 1957. 

The resolution was read. 
On motion of Senator Martin and 

by unanimous consent the resolution 
was considered immediately and was 
adopted. 

Resolution Signed 

The Presiding Officer announced 
the signing by the President in the 
presence of the Senate after the cap
tion had been read the following en
rolled . resolution: 

S. C. R. No. 70, Enrolling Clerk 
to make certain corrections in S. C. 
R. No. 48. 

Report of Standing Committee 

Senator Bracewell by unanimous 
consent submitted the following re
port: 

Austin, Texas, 
April 23, 1957. 

Hon. Ben Ramsey, President of the 
Senate. 
Sir: We, your Committee on Insur

ance, to whom was referred S. B. 
No. 263, have had the same under 
consideration, and we are instructed 
to report it back to the Senate with 
the recommendation that it do pass 
and be printed. 

BRACEWELL, Chairman. 

(President in the Chair.) 

Senate Joint Resolution 1 on 
Second Reading 

The President laid ouJ; as pending 
business S. J. R. No. 1 on its second 
reading. 

Question - Shall the Committee 
Amendment to S. J. R. No. 1 as 
amended be adopted? 
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(Pending discussion by Senator 
Lock of the resolution Senator Aikin 
occupied the Chair.) 

(President in the Chair.) 

(Pending further discussion by 
Senator Lock of the resolution Sen
ator Hardeman occupied the Chair.) 

Amend Committee Amendment No. 
1 to S. J. R. 1 by adding the fol
lowing sentence at the end of line 28, 
page 3: 

"The amount of funds to be invest
ed in any single project from funds 
provided herein shall not exceed 
$6,500,000.00." 

Senator Weinert offered the follow- The amendment to the committee 
ing amendment to the committee amendment was adopted by the fol-
nmendment: lowing vote: 

Amend Committee Amendment No. 
1 to Senate Joint Resolution No. 1, 
Page 3, line 14 of the printed resolu
tion, by adding a new sentence at the 
end of the paragraph to read as fol
lows: 

"The acquirement of storage space 
and the sale of facilities or water by 
the Texas Water Development Board 
shall be subject to the approval of the 
river authority, conservation or rec
lamation district, or district created 
or organized or authorized to be cre
ated or organized under Article XVI, 
Section 59 or Article III, Section 52 
of this Constitution, or municipal 
corporation in which the storage site 
is located." 

The amendment to the committee 
amendment was adopted. 

Senator Aikin offered the follow
ing amendment to the committee 
amendment: 

Amend S. J. R. 1 by striking out 
the second sentence of the second 
paragraph of Section One of commit
tee amendment, same being lines 32, 
33 and all of line 34, page 2, to the 
end of the sentence. 

The amendment to the committee 
amendment was adopted. 

Senator Lock offered the follow
ing amendment to the committee 
amendment: 

·~end Committee Amendment No. 
l~'~ate Joint Resolution No. 1, Page 
3; hiles 53 and 62 of the printed res
olution, by adding after the word "ac
quiring" the word "non-selfliquidat
ing." 

The amendment to the committee 
amendment was adopted. 

Senator Herring offered the fol
lowing amendment to the committee 
amendment: 

Aikin 
Ashley 
Bradshaw 
Hardeman 
Hazlewood 
Herring 
Hudson 
Krueger 
Lane 

Bracewell 
Fly 
Fuller 
Gonzalez 
Kazen 

Yeas---18 

Lock 
Martin 
Moffett 
Moore 
Owen 
Rogers 
Secrest 
Smith 
Wood 

Nays---9 

Parkhouse 
Phillips 
Reagan 
Willis 

Absent 

Ratliff Weinert 
Roberts 

Absent-Excused 

Colson 

(President in the Chair.) 

Senator Owen offered· the follow
ing committee amendment to the 
committee amendment: 

Amend Committee Amendment No. 
1, Section 1 by deleting the word 
"financial" in paragrsph Section 
"52-c." 

The amendment was read. 

Senator Phillips moved to tsble 
the committee amendment to the 
amendment. 

The motion to table prevailed by 
the following vote: 

Aikin 
Ashley 
Fly 
Fuller 
Gonzalez 

Yeas---15 

Hardeman 
Kazen 
Krueger 
Lane 
Lock 
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Parkhouse 
Phillips 
Reagan 

Bracewell 
Bradshaw 
Hazlewood 
Herring 
Hudson 
Martin 
Moffett 

Ratliff 

Weinert 
Willis 

Nays-14 

Moore 
Owen 
Roberts 
Rogers 
Secrest 
Smith 
Wood 

Absent 

Absent-Excused 

Colson 

Senator Owen offered the follow
ing committee amendment to the 
committee amendment: 

Amend Committee Amendment No. 
1 to S. J. R. 1 by striking the word 
"three" in "Section 52-c" and substi
tute in lieu thereof the word "five." 

The committee amendment to the 
committee amendment was read. 

On motion of Senator Owen and 
by unanimous consent the committee 
amendment to the committee amend
ment was withdrawn. 

The committee amendment as 
amended was then adopted. 

Senator Parkhouse offered the fol
lowing committee amendment to the 
resolution: 

Amend S. J. R. No. 1 by striking 
out Section 2 and 3 thereof and in
serting in lieu of said sections the 
following: 

"Section 2: The foregoing Consti
tutional Amendment shall be sub
mitted to a vote of the qualified elec
tors of this State at an election to be 
held on the first Tuesday after the 
first Monday in November, 1957, at 
which election all ballots shall have 
printed thereon: 

"For the Amendment to Article III 
of the Constitution of Texas by add
ing a new Section to be known as 
Section 52-c, providing for a state 
program for acquiring conservation 
storage facilities and authorizing the 
issuance of state bonds in an amount 
not to exceed Two Hundred Million 
Dollars." 

and 
"Against the Amendment to Arti-

cle III of the Constitution of Texas 
by adding a new Section to be known 
as Section 52-c, providing for a state 
program for acquiring conservation 
storage facilities and authorizing the 
issuance of state bonds in an amount 
not to exceed Two Hundred Million 
Dollars." 

Section 3: The Governor shall issue 
the necessary proclamation for said 
election and shall have the same pub
lished as required by the Constitution 
and Laws of this State." 

The committee amendment was 
read. 

On motion of Senator Lock and by 
unanimous consent the vote by which 
the first committee amendment to 
S. J. R. No. 1 was adopted was re
considered and the first committee 
amendment was laid before the Sen
ate. 

On motion of Senator Lock and by 
unanimous consent the vote by which 
the amendment by Senator Lock to 
the first committee amendment was 
adopted was reconsidered. 

Senator Lock by unanimous con
sent withdrew his amendment to the 
the first committee amendment. 

The first committee amendment as 
amended was again adopted. 

Senator Aikin offered the follow
ing amendment to the above commit
tee amendment: 

Amend committee amendment No. 
2 to S. J. R. No. 1 by striking out 
the word "Two" in line 56 page 3 and 
insert in lieu thereof the word "One." 

The amendment to the committee 
amendment was adopted. 

Senator Lock offered the following 
amendment to the above committee 
amendment: 

Amend Committee Amendment No. 
2, Senate Joint Resolution No. 1, 
Page 3, lines 53 and 62 of the printed 
resolution, by adding after the word 
"acquiring" the word "non-seltliqui
dating." 

The amendment to the committee 
amendment was adopted. 

Senator Aikin offered the follow
ing amendment to the above commit
tee amendment: 

Amend committee amendment No. 
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2 to S. J. R. No. 1, page 3 by strik
ing out the word "Two" in line 64 
and inserting in lieu thereof the word 
uone." 

The amendment to the committee 
amendment was adopted. 

The committee amendment as 
amended was then adopted. 

Senator Parkhouse o1fered the fol
lowing committee amendment to the 
resolution: 

Amend S. J. R. No. 1 by striking 
out all above the resolving clause and 
inserting in lieu thereof the follow
ing: 

"Proposing an amendment to Arti
cle III of the Constitution of Texas 
by adding a new Section to be known 
as Section 52-c, providing for a state 
program for the acquisition of water 
conservation storage facilities and 
providing for the issuance of State 
Bonds to finance such development of 
the water resources of the State." 

The committee amendment was 
read. 

On motion of Senator Parkhouse 
and by unanimous consent the com
mittee amendment was withdrawn. 

On motion of Senator Parkhouse 
and by unanimous consent the cap
tion was amended to conform to the 
body of the resolution as amended. 

The resolution as amended was 
passed to engrossment. 

Motion to Place Senate Joint 
Resolution 1 on Third Reading 

Senator Parkhouse moved that the 
Constitutional rule requiring resolu
tions to be read on three several days 
be suspended and that S. J. R. No. 1 
be placed on its third reading and 
final passage. 

The motion was lost by the follow
ing vote. (Not receiving four-fifths 
vote of the Members present.) : 

Aikin 
Ashley 
Bracewell 
Fly 
Fuller 
Gonzalez 
Hardeman 
Herring 

Yeas-22 

Kazen 
Lane 
Martin 
Owen 
Parkhouse 
Phillips 
Ratli1f 
Reagan 

Roberts 
Rogers 
Secrest 

Bradshaw 
Hazlewood 
Hudson 
Krueger 

Weinert 
Willis 
Wood 

Nays-8 

Loek 
Mo1fett 
Moore 
Smith 

Absent--Excused 

Colson 

Senate Bill 438 on Second Reading 

On motion of Senator Hardeman 
and by unanimous consent, the regu
lar order of business was suspended 
to take up for consideration at this 
time on its second reading and pas
sage to engrossment: 

S. B. No. 438, A bill to be entitled 
"An Act to amend Articles 3.42 and 
3.43 of the Insurance Code (Acts 1951, 
52nd Leg., Ch. 491, as amended) re
lating to the filing with and appro
val by the Board of Insurance Com
missioners of all policy forms, en
dorsements, and riders issued by any 
life, accident, health, accident and 
health or hospitalization insurance 
company, doing business in this State; 
providing specific grounds for disap
proval; providing for judicial review 
of any such orders; repealing all 
laws in conflict herewith; and de
claring an emergency." 

The bill was read second time. 

Sen a tor Hardeman offered the fol
lowing committee amendment to the 
bill: 

Amend S. B. 438 by striking out all 
below the enacting clause and substi
tuting the following: 

Section 1. Article 3.42 of the In
surance Code (Acts 1951, 52nd Leg., 
Ch. 491, as amended) shall hereafter 
read and provide as follows: 

Article 3.42. Policy Form Approval. 
(a) No policy, contract or certifi

cate of life, term or endowment in
surance, group life or term insurance, 
industrial life insurance, accident or 
health insurance, group accident or 
health insurance, hospitalization, in
surance, group hospitalization insur
ance, medical or surgical insurance, 
groun medical or surgical insurance, 
or fraternal benefit insurance, and 110 
annuity or pure endowment contract 
or group annuity contract, shall be 
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delivered, issued or used in this State 
by a life, accident, health or casualty 
insurance company, a mutual life in
surance company, mutual assessment 
life insurance company, mutual in
surance company other than life, lo
cal mutual aid association, mutual or 
natural premium life insurance com
pany, general casualty company, 
Lloyds, reciprocal or inter-insurance 
exchange, fraternal benefit society, 
group hospitalization service or any 
other insurer, unless the form of said 
policy, contract or certificate has been 
filed with the Board of Insurance 
Commissioners and approved by said 
Board as provided in Paragraph (c) 
of this Article. Provided, however, 
that this Article shall not apply to 
any society, company or other in
surer whose activities are by statute 
exempt from the control of the Board 
of Insurance Commissioners and 
which is entitled by statute to an ex
emption certificate from said Board 
in evidence of its exempt status; pro
vided, further, that this Act shall not 
be construed to enlarge the powers of 
any of the insurers subject to this 
Article. 

(b) No application form which is 
required to be or js attached to the 
policy, contract or certificate, and no 
rider or endorsement to be attached 
to, printed upon or used in connection 
with any policy, contract or certificate 
described in Paragraph (a) of this 
Article stall be delivered, is•e~ed or 
used in this State by any insurer de
scribed in Paragraph (a) of this Ar
ticle unless the form of said applica
tion, ridH or endorsement has been 
filed with the Board of Insurance 
Commissioners and approved by said 
Board as urovided in Paragraph (c) 
of this Article. Provided, however, 
that this Article shall not apply to 
riders or endorsements :which relate 
to the manner of distribution of ben
efits or to the reservation of rights 
and benefits under such policies, con
tracts and certificates, and which are 
used at the request of the holder of 
the policy, contract or certificate. 

(c) Every such filing hereby re
quired shall be made not less than 
thirty days in advance of any such 
issuance, delivery or use. At the ex
piration of thirty days the form so 
filed shall be deemed approved by the 
Board of Insurance Commissioners 
unless prior thereto it has been affirm
atively approved or disapproved by 
the order of said Board. The Board 

of Insurance Commissioners may ex
tend by not more than an additional 
thirty days the period within which 
it may so affirmatively approve or 
disapprove any such form, by giving 
notice of such extension before ex
piration of the initial fifteen day pe
riod and at the expiration of any such 
extended period, and in the absence 
of such prior affirmative approval or 
disapproval, any such form shall be 
deemed approved. The Board of In
surance Commissioners n1ay with
draw any such approval at any time. 
Approval of any such form by such 
Board shall constitute a waiver of 
any unexpired portion of the waiting 
period, or periods, herein provided. 

(d) The order of the Board of In
surance Commissioners disapproving 
any such form or withdrawing a pre
vious approval shall state the grounds 
for such disapproval or withdrawal. 

(e) The Board of Insurance Com
missioners may, by order, exempt 
from the requirements of this Article 
for so long as it deems proper, any 
insurance document or form specified 
in sueh order, to which in its opinion 
this Article may not practicably be 
applied, or the filing and approval of 
which are, in its opinion, not desir
able or necessary for the protection 
of the public. 

(f) The Board of Insurance Com
missioners shall forthwith disapprove 
any such form, or withdraw any pre
vious approval thereto, if; and only if 

(1) It is in any respect in violation 
of or does not comply with this Code. 

(2) It contains provisions which 
encourage misrepresentation or are 
unjust, unfair, inequitable, mislead
ing, deceptive or contrary to law or 
to the public policy of this State. 

(3) It has any title, heading or 
other indication of its provisions 
which is misleading. 

(g) Appeals from any order of the 
Board of Insurance Commissioners is
sued under this Article may be taken 
to the District Court of Travis Coun
ty, Texas, in accordance with Article 
21.44 of Sub-Chapter F of this In
surance Code, or any amendments 
thereof. 

Section 2. Article 3.43 of the In
surance Code (Acts 1951, 52nd Leg., 
Ch. 491, as amended) is hereby re
pealed. 

Section 3. All laws and parts of 
laws in conflict herewith are hereby 
repealed. 

Section 4. Emergency Clause. 
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The committee amendment was 
read. 

Senator Hardeman otl'ered the fol
lowing amendment to the committee 
amendment: 

Amend Committee Amendment No. 
1, S. B. 438, Sec. 1, Subsection (e), 
by inserting the word "written" after 
the word "by" and before the word 
"order" in the first line of said aub
section. 

The amendment to the committee 
amendment was adopted. 

Senator Hardeman offered the fol
lowing amendment to the committee 
amendment: 

Amend Committee Amendment No. 
1 to S. B. 438, Section 1, Subsection 
(c), by inserting the word "written" 
in line 64, page 2, after the word 
"the" and the word uorder!' 

The amendment to the committee 
amendment was adopted. 

Senator Hardeman offered the fol
lowing amendment to the committee 
amendment: 

Amend Committee Amendment No. 
1 by striking all of Section 4 and 
inserting the following: 

Section 4. The fact that existing 
law does not expressly require the 
Board of Insurance Commissioners to 
approve or disapprove, by written 
order, policy forms issued by life, ac
cident, health, accident and health or 
hospitalization insurance companies 
doing business in this State, creates 
an emergency and an imperative pub
lice necessity requiring the auspension 
of the Constitutional rule requiring 
bills to be read on three several days 
in each House be suspended, and such 
rule is hereby suspended, and this 
Act shall take effect and be in force 
from and after its passage, and it is 
.so enacted. 

The amendment to the committee 
amendment was adopted. 

The committee amendment as 
amended was then adopted. 

On motion of Senator Hardeman 
and by unanimous consent the caption 
was amended to conform to the body 
of the bill as amended. 

Senate Bill 438 on Third Reading 

Senator Hardeman moved that the 
Constitutional rule requiring bills to 
be read on three several days be sus
pended and that Senate Bill No. 438 
be placed on its third reading and 
final passage. 

The motion prevailed by the fol
lowing vote: 

Aikin 
Ashley 
Bracewell 
Bradshaw 
Fly 
Fuller 
Gonzalez 
Hardeman 
Hazlewood 
Herring 
Hudson 
Kazen 
Krueger 
Lane 
Lock 

Yeas---30 

Martin 
Moffett 
Moore 
Owen 
Parkhouse 
Phillips 
Ratlitl' 
Reagan 
Roberts 
Rogers 
Secrest 
Smith 
Weinert 
Willis 
Wood 

Absent-Excused 

Colson 

The PTesident then laid the bill be
fore the Senate on its third reading 
and final passage. 

The bill was read third time and 
was passed by the following vote: 

Aikin 
Ashley 
Bracewell 
Bradshaw 
Fly 
Fuller 
Gonzalez 
Hardeman 
Hazlewood 
Herring 
Hudson 
Kazen 
Krueger 
Lane 
Lock 

Yeas---30 

Martin 
Motl'ett 
Moore 
Owen 
Parkhouse 
Phillips 
Ratlitl' 
Reagan 
Roberts 
Rogers 
Secrest 
Smith 
Weinert 
Willis 
Wood 

Absent-Excused 

Colson 

Motion to Place Senate Bill 451 on 
Second Reading 

The bill as amended was passed to Senator Owen asked unanimous 
engrossment. consent to suspend the regular order 
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of business and take up S. B. No. 
451 for consideration at this time. 

There was objection. 

Senator Owen then moved to sus
pend the regular order of business 
and take up S. B. No. 451 for con
sideration at this time. 

The motion was lost by the fol
lowing vote (not receiving two-thirds 
vote of the Members present) : 

Bracewell 
Fly 
Fuller 
Gonzalez 
Hardeman 
Hazlewood 
Herring 
Hudson 
Kazen 

Aikin 
Bradshaw 
Lane 
Martin 
Moffett 
Ratliff 

Ashley 

Yeas--17 

Krueger 
Lock 
Moore 
Owen 
Parkhouse 
Phillips 
Secrest 
Weinert 

Nays--12 

Reagan 
Roberts 
Rogers 
Smith 
Willis 
Wood 

Absent 

Absent-Excused 

Colson 

Senate Bill 444 on Second Reading 

On motion of Senator Herring and 
by unanimous consent, the regular 
order of business was suspended to 
take up for consideration at this time 
on its second reading and passage to 
engrossment: 

S. B. No. 444, A bill to be entitled 
"An Act requiring every report, an
nual report, return, .declaration, 
statement, or other document re
quired to be made by any person, 
firm, association, company, corpora
tion or other insurance organization 
under any provision of the Insurance 
Code (Acts 1951, 52nd Leg., Ch. 491, 
p. 868, as amended) to be verified by 
written declaration under penalties of 
perjury, prescribing the form of 
verification; providing penalties as 
against any person who wilfully 
makes such verification as to matters 
which are not true in every material 
matter, or who wilfully aids or as-

sists in, or procures, or counsels, or 
advises the preparation thereof as to 
matters which are fraudulent, false 
or incorrect in any material way, or 
who simulates or falsely or fraudu
dently executes or signs any such re
port, annual report, return, declara
tion, statement or document, or who 
aids in, or connives in the execution 
thereof; declaring that a conviction 
therefor, punished by fine and im
prisonment in the penitentiary; pro
viding a savings clause; and declar
ing an emergency." 

The bill was read second time and 
passed to engrossment. 

Senate Bill 444 on Third Reading 

Senator Herring moved that the 
Constitutional Rule requiring bills to 
be read on three several days be sus
pended and that Senate Bill No. 444 
be placed on its third reading and 
final passage. 

The motion prevailed by the follow
ing vote: 

Aikin 
Ashley 
Bracewell 
Bradshaw 
Fly 
Fuller 
Hardeman 
Hazlewood 
Herring 
Hudson 
Kazen 
Krueger 
Lane 
Lock 
Martin 

Yeas-29 

Moffett 
Moore 
Owen 
Parkhouse 
Phillips 
Ratliff 
Reagan 
Roberts 
Rogers 
Secrest 
Smith 
Weinert 
Willis 
Wood 

Absent 

Gonzalez 

Absent-Excused 

Colson 

The President then laid the bill be
fore the Senate on its third reading 
and final passage. 

The bill was read third time and 
was passed by the following vote: 

Aikin 
Ashley 
Bracewell 
Bradshaw 

Yeas-29 

Fly 
Fuller 
Hardeman 
Hazlewood 
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Herring 
Hudson 
Kazen 
Krueger 
Lane 
Lock 
Martin 
Moffett 
Moore 
Owen 
Parkhouse 

Phillips 
Ratllif 
Reagan 
Roberts 
Rogers 
Secrest 
Smith 
Weinert 
Willis 
Wood 

Absent 

Gonzalez 

Absent-Excused 

Colson 

Committee Substitute Senate Bill 100 
on Second Reading 

Senator Hazlewood asked unani
mous consent to suspend the regular 
order of business and take up C. S. 
S. B. No. 100 for consideration at 
this time. 

There was objection. 

Senator Hazlewood then moved to 
suspend the regular order ,of business 
and take up C. S. S. B. No. 100 for 
consideration at this time. 

The motion prevailed by the follow
ing vote: 

Aikin 
Bracewell 
Fly 
Fuller 
Hazlewood 
Herring 
Kazen 
Krueger 
Lane 
Lock 
Martin 

Ashley 
Bradshaw 
Hardeman 
Hudson 

Yeas-22 

Moffett 
Moore 
Owen 
Phillips 
Reagan 
Roberts 
Rogers 
Secrest 
Smith 
Willis 
Wood 

Nays-7 

Parkhouse 
Ratliff 
Weinert 

Absent 

Gonzalez 

Absent-Excused 

ate on its second reading and pas
sage to engrossment: 

C. S. S. B. No. 100, A bill to be 
entitled "An Act amending Article 
64 79 of the Revised Civil Statutes of 
Texas, as amended by Chapter 198 
of the Acts of the First Called Ses
sion of the 39th Legislature, as 
amended by Senate Bill No. 331, Page 
281, Chapter Ill, Acts of the 43rd 
Regular Session of the Legislature, 
1933, relating to passenger service 
on railroads by prescribing certain 
conditions under which the require
ment of one train a day may be ex
cepted; providing a repealing clause 
and providing a severability clause." 

The bill was read second time and 
was passed to engrossment. 

Committee Substitute Senate Bill 100 
on Third Reading 

Senator Hazlewood moved that the 
Constitutional Rule and Senate Rule 
32 requiring bills to be read on three 
several days be suspended and that 
C. S. S. B. No. 100 be placed on its 
third reading and final passage. 

The motion prevailed by the follow
ing vote: 

Aikin 
Bracewell 
Bradshaw 
Fly 
Fuller 
Hardeman 
Hazlewood 
Herring 
Kazen 
Krueger 
Lane 
Lock 

Ashley 
Hudson 
Parkhouse 

Yeas-24 

Martin 
Moffett 
Moore 
Owen 
Phillips 
Reagan 
Roberts 
Rogers 
Secrest 
Smith 
Willis 
Wood 

Nays-5 

Ratliff 
Weinert 

Absent 

Gonzalez 

Absent-Excused 

Colson 

Colson The President then laid the bill be-
fore the Senate on its third reading 

The President laid before the Sen- and final passage. 
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The bill was read third time and 
was passed. 

Record of Votes 

Senators Ratliff, Hudson and Wein
ert asked to be recorded as voting 
"Nay" on the final passage of C. S. 
S. B. No. 100. 

Senate Bill 45 on Second Reading 

On motion of Senator Smith and 
by unanimous consent, the regular 
order of business was suspended to 
take up for consideration at this time 
on its second reading and passage 
to engrossment: 

S. B. No. 45, A bill to be entitled 
uAn Act making it a misdemeanor, 
punishable by fine, for any male minor 
between 14 and 17 years of age or 
any female minor between 14 and 18 
years of age to drive or operate a 
motor vehicle while under the influ
ence of intoxicating liquor or in such 
a way as to violate any traffic law of 
this State; defining the term 'any 
traffic law of this State'; prohibiting 
commitment of any such minor to jail 
in default of payment of fine, but au
thorizing suspension of his or her 
driver's license; etc.; and declaring 
an emergency." 

The bill was read second time. 

Senator Smith offered the follow
ing committee amendment to the bill: 

Amend Senate Bill No. 45 by strik
ing out Section 4 and by substituting 
therefor the following: 

"Sec. 4. When any motor vehicle 
is found to be operated in violation 
of the provisions of Section 3 of this 
Act, any peace officer shall remove 
such vehicle from the public road, 
highway. street, alley, or beach and 
shall keep said vehicle and all prop
erty therein safely until same can 
be delivered to the lawful owner there
of or an agent of such owner law
fully licensed to drive such motor 
vehicle. If the vehicle is not the prop
erty of the minor, the officer who re
moves the vehicle shall immediately 
notify the owner of the impoundment 
and place of storage. Such vehicle 
shall be presumed to have been driven 
by said minor with the permission of 
the owner thereof, but such presump
tion may be rebutted by the owner's 
executing and delivering to the of-

ficer having charge of such vehicle a 
verified statement in writing that said 
owner had not given said minor per
mission to operate said vehicle. If 
the owner shall make such affidavit, 
then said vehicle shall be forthwith 
delivered to him or his lawfully li
censed agent. The officer releasing 
the vehicle to the owner shall deliver 
the owner's verified statement to the 
county attorney. If said vehicle shall 
be the property of said minor charged 
with violation of Section 3 hereof, or 
if the owner thereof shall fail or 
refuse to execute the affidavit herein 
provided for, then said vehicle shall 
be impounded until any fine and court 
costs imposed upon said minor for 
such violation, in addition to any stor
age or other charges incurred in its 
preservation or protection, be paid; 
provided that if said fine be not paid 
within 60 days after it is imposed, 
said vehicle shall be sold in the same 
manner as personal property is sold 
under execution and the money real
ized from the sale shall be applied 
in the following order: first, to the 
payment of expenses incident to the 
sale; second, to the payment of any 
storage or other cha1·ges incurred in 
its preservation or protection; third, 
to the payment of the fine and court 
costs; fourth, to the payment of any 
valid outstanding liens against the 
vehicle as shown by the certificate of 
title thereto or other written evidence 
presented to the officer making the 
sale; and any remaining proceeds 
shall be paid to the owner of the ve
hicle. Any such vehicle which is im
pounded pending trial of the offense 
may be replevied by the owner there
of or any lawful lienholder thereon 
upon execution by him of a good and 
valid bond with sufficient surety in 
a sum of $200.00, which said bond 
shall be approved by the officer hav
ing custody of the impounded ve
hicle and shall be conditioned to re
turn said vehicle to the custody of 
said officer on the day of trial or, in 
lieu thereof, to pay any fine and court 
costs imposed, together with any stor
age or other charges incurred in the 
preservation or protection of the ve
hicle." 

The committee amendment was 
read. 

Senator Smith offered the follow
ing amendment to the committee 
amendment: 
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Amend Committee Amendment No 
1 to S. B. 45 by adding the following 
after the period in line 47, page 3 
the following: 
. "This secti?n shall not apply to 
mnocent part1es nor shall it operate 
to destroy any valid lien or any rights 
under any chattel mortgage, title re
tention contract or conditional sales 
contract when the holder thereof is 
an innocent party." 

The amendment to the committee 
amendment was adopted. 

The bill was read third time and 
was passed. 

Report of Standing Committee 

Senator Moore by unanimous con
sent submitted the following report: 

Austin, Texas, 
April 23, 1957. 

Hon. Ben Ramsey, President of the 
Senate. 
Sir: We, your Committee on Priv

ileges and Elections, to whom was re
ferred H. B. No. 442, have had the 
same under consideration, and we are 

The committee amendment 
amended was then adopted. 

as instructed to report it back to the 
Senate with the recommendation that 
it do pass and be printed. 

On motion of Senator Smith and 
by unanimous consent the caption 
was amended to conform to the body 
of the bill as amended. 

The bill as amended was passed to 
engrossment. 

Senate Bill 45 on Third Reading 

Senator Smith moved that the Con
stitutional rule requiring bills to be 
read on three several days be sus
pended and that Senate Bill No. 45 be 
placed on its third reading and final 
passage. 

The motion prevailed by the fol
lowing vote: 

Aikin 
Ashley 
Bracewell 
Bradshaw 
Fly 
Fuller 
Gonzalez 
Hardeman 
Hazlewood 
Herring 
Hudson 
Kazen 
Krueger 
Lane 
Martin 

Lock 

Yeas-29 

Moffett 
Moore 
Owen 
Parkhouse 
Phillips 
Ratliff 
Reagan 
Roberts 
Rogers 
Secrest 
Smith 
Weinert 
Willis 
Wood 

Absent 

Absent-Excused 

Colson 

The President then laid the bill 
before the Senate on its third read
ing and final passage. 

MOORE, Chairman. 

Senate Bill 316 on Second Readiq 

On motion of Senator Roberts and 
by unanimous consent, the regular 
order of business was suspended to 
take up for consideration at this time 
on its second reading and passage to 
engrossment: 

S. B. No. 316, A bill to be entitled 
"An Act authorizing the State Build
ing Commission to lease existing 
buildings situated on property ac
quired prior to the effective date of 
this Act by the State Building Com
mission; making other provisions re
lating thereto and declaring an 
emergency." 

The bill was read second time and 
passed to engrossment. 

Senate Bill 316 on Third Reading 

Senator Roberts moved that the 
Constitutional rule requiring bills to 
be read on three several days be sus
pended and that Senate Bill No. 316 
be placed on its third reading and 
final passage. 

The motion prevailed by the fol
lowing vote: 

Aikin 
Ashley 
Bracewell 
Bradshaw 
Fly 
Fuller 
Gonzalez 
Hardeman 
Hazlewood 
Herring 
Hudson 

Yeas-29 

Kazen 
Krueger 
Lane 
Lock 
Moffett 
Moore 
Owen 
Parkhouse 
Phillips 
Ratliff 
Reagan 
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Roberts 
Rogers 
Secrest 
Smith 

Martin 

Weinert 
Willis 
Wood 

Nays-1 

Absent--Excused 

Colson 

The President then laid the bill be
fore the Senate on its third reading 
and final passage. 

The bill was read third time and 
was passed by the following vote: 

Aikin 
Ashley 
Bracewell 
Bradshaw 
Fly 
Fuller 
Gonzalez 
Hardeman 
Hazlewood 
Herring 
Hudson 
Kazen 
Krueger 
Lane 
Lock 

Martin 

Yeas-29 

Moffett 
Moore 
Owen 
Parkhouse 
Phillips 
Ratliff 
Reagan 
Roberts 
Rogers 
Secrest 
Smith 
Weinert 
Willis 
Wood 

Nays-1 

Absent--Excused 

Colson 

Committee Substitute 
Senate Bill 145 on Second Reading 

On motion of Senator Fly and by 
unanimous consent, the regular order 
of business was suspended to take up 
for consideration at this time on its 
second reading and passage to en
grossment: 

C. S. S. B. No. 145, A bill to be en
titled "An Act regulating the market
ing of brake fluids in the State of 
Texas; granting certain powers to 
the Public Safety Director in connec
tion therewith; providing penalties 
for the violation of this Act; pro
viding for the confiscation of brake 
fluids held or sold in violation of the 
Act; and declaring an emergency." 

The bill was read second time. 

Senator Bracewell offered the fol
lowing amendment to the bill: 

Amend S. B. 145 by striking out 
Section 4 and substituting therefor 
the following: 

"Section 4. Standards and Specifi
cations. The Department of Public 
Safety of the State of Texas herein
after called the Department, is here
by directed, after public hearing held 
not more than thirty (30) nor less 
than fifteen ( 15) days after the pub
lication in a newspaper of general 
circulation in the state of notice of 
the time, place and purpose of such 
hearing, to adopt rules and regula
tions establishing such minimum 
standards and specifications for 
brake fluids as will promote the pub
lic safety in the operation of motor 
vehicles in this state. Any rules and 
regulations adopted hereunder may 
be amended after notice and hearing 
as herein provided." 

The amendment was adopted. 

On motion of Senator Fly and by 
unanimous consent the caption was 
amended to conform to the body of 
the bill as amended. 

The bill as amended was passed to 
engrossment. 

Committee Substitute 
Senate Bill 145 on Third Reading 

Senator Fly moved that the Con
stitutional rule requiring bills to be 
read on three several days be sus
pended and that C. S. S. B. No. 145 
be placed on its third reading and 
final passage. 

The motion prevailed by the fol
lowing vote: 

Aikin 
Ashley 
Bracewell 
Bradshaw 
Fly 
Fuller 
Gonzalez 
Hardeman 
Hazlewood 
Herring 
Hudson 
Kazen 
Krueger 
Lane 
Lock 

Yeas-30 

Martin 
Moffett 
Moore 
Owen 
Park house 
Phillips 
Ratliff 
Reagan 
Roberts 
Rogers 
Secrest 
Smith 
Weinert 
Willis 
Wood 

Absent--Excused 

Colson 
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The President then laid the bill be
fore the Senate on its third reading 
and final passage. 

The bill was read third time and 
was passed. 

Record of Vote 

Senator Bracewell asked to be re
corded as voting "nay" on the final 
passage of C. S. S. B. No. 145. 

House Concurrent Resolution 7 4 
on Second Reading 

1949, 51st Legislature, as amended by 
Chapter 304, Acts 1951, 52nd Legisla
ture, providing for two year terma of 
park commissioners of eligible coun
ties and adding a new section provid
ing that any bonds issued under said 
chapter shall be authorized by the 
Commissioners' Court of the county; 
providing a severability clause and 
declaring an emergency." 

Report of Standinlt Committee 

Senator Parkhouse by unanimous 
consent submitted the following re

The President laid before the Sen- port: 
ate on its second reading the follow- Austin, Texas, 

April 23, 1957. ing resolution: 

H. C. R. No. 74, Suspending the 
Joint Rules to consider Local and 
Uncontested Bill Calendar. 

The resolution was read. 

On motion of Senator Martin and 
by unanimous consent the resolution 
was considered immediately and was 
adopted. 

Vote Reconsidered on 
Senate Concurrent Resolution 71 

On motion of Senator Martin and 
by unanimous consent the vote by 
which S. C. R. No. 71 was adopted 
was reconsidered. 

House Bills on First Reading 

The following bills received from 
the House, were read the first time 
and referred to the committees indi
cated: 

H. B. No. 594, To Committee on 
Counties, Cities and Towns. 

Hon. Ben 
Senate. 

Ramsey, President of the 

Sir: We, your Committee on Water 
and Conservation, to whom was re
ferred H. B. No. 739, have had the 
same under consideration, and we are 
instructed to report it back to the 
Senate with the recommendation that 
it do pass as amended, and be printed. 

PARKHOUSE, Chairman. 

Special Notice 

Senator Aikin gave notice that he 
would move to suspend the necessary 
rules to take up H. B. No. 6 on 
tomorrow. 

Local and Uncontested Bills Session 

On motion of Senator Martin, and 
by unanimous consent, the Senate 
agreed to hold a session for the con
sideration of Local and Uncontested 
Bills Calendar on Wednesday, April 
24, 1957, at 9:30 o'clock a.m. 

Receas 
H. B. No. 789, To Committee on 

State Departments and Institutions. On motion of Senator Weinert the 
Senate at 6:01 o'clock p.m. took recess 

H. B. No. 905, To Committee on until 9:30 o'clock a.m. tomorrow. 
Counties, Cities and Towns. 

H. B. No. 622, To Committee on 
Water and Conservation. 

H. B. No. 897, To Committee on 
Counties, Cities and Towns. 

Bill Signed 

The President signed in the pres
ence of the Senate after the caption 
had been read, the following enrolled 
bill: 

FIFI'Y-SEVENTH DAY 
(Continued) 

(Wednesday, April 24, 1957) 

After Recess 

The Senate met at 9:30 o'clock a.m., 
and was called to order by Senator 
Hardeman. 

Local and Uncontested Bills Session 

H. B. No. 391, A bill to be entitled The Presiding Officer announced 
"An Act amending Chapter 218, Acts that the time had arrived for the con-


